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thrall. I make no new charge when I say that the great financial, in
dustrial, railroad, and commercial interests own the political organiza
tions in Pittsburgh and Philadelphia, and these machines dominate the 
lives of the people, control or corrupt elections, and, in short, make a 
mockery of the representative system of government. There are, for 
instance, wards in Philadelphia which, year after year, make the same 
election returns and put an adding machine to shame. Voters may die 
or depart, according to testimony before a Senate committee by a 
Philadelphia election official, but their names remain on the rolls to 
the gain and glory of the Yare machine. 

When Senator GEORGE W. NORRIS, of Nebraska, toured the State on 
behalf of William B. Wilson, the Democratic candidate for the Senate, 
he met many Pennsylvanians who protested against these conditions
bankers, business men, professional men, editors, teachers, and em
ployers in the smaller communities. But when he urged them to take 
part in the campaign, even if it were only to preside at his meetings, 
their enthusiasm vanished. It was not that they were not sincere. 
They were. But they dared not let their true feelings become known 
lest it provoke reprisal against them by " the organization " and its local 
lieutenants. Thus it is clear to me that the average Pennsylvanian, 
despite his constitutional right to the ballot, has as much voice in the 
naming of his officials and framing of policies as did a vassal of the 
Dark Ages. 

I am convinced that if the people of Pennsylvania were to be given a 
clear-cut choice between worth-while candidates for public office and 
the sort offered by the political bosses, they would seize the opportunity 
to dethrone those now in power. Then, and only then, will Pennsyl
vania emerge from a state of backwardness which, in my estimate, 
is equalled by no other Commonwealth. 

Then, and not until then, will its spokesmen at Washington be jus
tified in seeking greater influence in national councilB. Then, and only 
then, will Mr. GRUNDY and his associates-or their successors-be 
entitled to speak of "backward States" in lofty tones or to advise us 
to " talk darn small." 

W ASillNGTON POST EDITORIALS 
Mr. FESS. 1\Ir. President, this morning there appeared in 

the Washington Post two leading editorials, one entitled" South
ern Federal Jobs," and the other "Obscenity Barred," which I 
think ought to have ~ wider reading. I therefore ask unani
mous consent that they be printed in the RECORD. 

There being no objection, the editorials were ordered to be 
printed in the RECORD, as follows: 

SOUTHERN FEDERAL JOBS 

President Hoover's methods of handling patronage in the South ap
parently bas the approval of everyone, except the partisan members 
of the Senate committee which investigated conditions. A year ago 
Mr. Hoover announced his intention of uprooting the disreputable ele
ments of the Republican organiZation in the South, and there is every 
reason to believe that he has succeeded. By bringing in a report that 
is a year behind the times the committee contributes nothing toward 
improV'ement of conditions. Its report appears to be an unwarranted 
attempt to embarrass the administration. 

Incidents to which the committee refers were corrected by the broad 
general policy adopted by President Hoover soon after he entered the 
White House. " Under instructions to tbe various departments," he 
says, " a system has been established by which those reprehensible 
practices have been absolutely stopped and the system of purchase and 
sale of appointments, so far as it existed, has been · ended. All Federal 
officials known to have engaged in such practices have either resigned 
or been removed." A controversy between the old and new patron:1ge 
organizations of South Carolina has resulted in indiscriminate charges 
of corruption. These are being investigated by the Department of Jus
tice, and President Hoover can be depended upon to take any action 
necessary to preV'ent traffic in Federal offices. 

The committee deviated from its general purpose to make charges 
against two Federal officials who are in no way connected with distri
bution of patronage. But these are also under scrutiny of the Depart
ment of Justice. The committee's inferences that the administration is 
winking at the commercialization of southern patronage are wllolly 
unjustified. 

President Hoover is anxious to build up a strong and respectable 
Republican organization in the South. The best interests of the party 
as well as those of the Southern States and the country as a whole 
demand that he · be given support in this project. The situation can 
not be improved by dragging out old charges and irrelevant issues cal
culated to discredit the efforts of the party to set its own house jn 
order. .,....___ 

OBSCENITY BARRED 

The Senate, without a roll call, bas restored to the tariff bill a pro
vision excluding obscene and seditious foreign .books. Senator CUTTING, 
champion of free and unlimited importation of foreign ·books, was left 
high acd dry in the debate. His plea t~at classical and m~ritorious 

modern literature might be kept from America by a brutal Government 
censorship was shown to be fallacious. The effect of his amendment, 
accepted by the Senate in Committee of the Whole, would have been 
to open the doors of America to unspeakably vile foreign books. 

It is easy to a~ue that the Bible, Shakespeare, and many ancient 
books contain matter that can be classed as "obscene," and that, there
fore, a censorship against obscenity would rob the American people of 
the opportunity to import such works. But the argument is flimsy and 
sophomoric. Unadulterated and deliberately base works are written 
and printed abroad to be sold surreptitiously in the United States, and 
Congress would be merely an agent for the dissemination of immorality 
and sedition if it did not debar such works. 

The courts, and not customs inspectors, are made final judges of the 
character of books seized by the Customs Service because of their ap
parent obscenity. This is a change for the better. That Congress would 
have eliminated censorship altogether was inconceivable. 

RECESS 
Mr. SMOOT. I move that the Senate take a recess, the 

recess to be until 11 o'clock to-morrow. 
The motion was agreed to; and the Senate (at 9 o'clock and 

55 minutes p. m.), under the order previously entered, took a 
recess until to-morrow:, Friday, March 21, 1930, at 11 o'clock 
a.m. 

HOUSE OF REPRESENTATIVES 
THURSDAY, March 20, 1930 

The House met at 12 o'clock noon. 
The Chaplain, Rev. James Shera Montgomery, D. D., offered 

the following prayer : 

0 Thou who dwellest in eternal light, give us power of will 
to forsake the dark things of mind, the masters of evil appetite, 
and the spirit of hate. Create in us that type of manhood that 
is religious, spiritualized, strong, and well balanced. 0 endow 
us with that personal force that shall give dignity to our station, 
steadiness and safety to the Republic. Clothe us with that 
inner strength that shall direct us to do our best, and breed in 
us that self-control and diligen<?e -and those other virtues which 
the idle and the negligent never cultivate. When the path of 
duty is a long road, the hill steep, and the valley forbidden, 0 
remember us in the name of everlasting love. Amen. 

The Journal of the proceedings of yesterday was read and 
approved. 

MESSAGE FROM THE SENATE 

A message from the Senate by Mr. Craven, its principal clerk, 
announced that the Senate further insists upon its amendments 
Nos. 23, 46, and 47 to the bill (H. R. 9979) entitled "An act 
making appropriations to supply urgent deficiencies in certain 
appropriations for the fiscal year ending June 30, 1930; and 
prior fiscal years, to provide urgent supplemental appropriations 
for the fiscal years ending June 30, 1930, and June 30, 1931, and 
for other purposes," disagreed to by the House; asks a further 
conference With the House on the disagreeing votes of the two 
Houses thereon, and appoints 1\Ir. JoNES, Mr. HALE, Mr. PHIPPS, 
Mr. O:vEBMAN, and Mr. GLASs to be the -conferees on the part of 
the Senate. 

CONFERENCE REPORT--FIRST DEFICIENCY BILL 

Mr. WOOD. 1\Ir. Speaker, I move to take from·the Speaker's 
table the bill (H. R. 9979) making appropriations to supply 
urgent ueficiencies in certain appropriations for the fiscal year 
ending June 30, 1930, and prior fiscal years, to provide urgent 
supplemental appropriations for the fiscal years ending June 
30, 1930, and June 30, 1931, and for other purposes, adhere to 
the disagreement of the House to the Senate amendments, and 
agree to the conference asked by the Senate. 

The SPEAKER. The Clerk will report the bill. 
The Clerk read the title of the bill. 
Mr. GARNER. Mr. Speaker, may I ask the gentleman if his 

motion is agreeable to l\Ir. BYRNS and Mr. BuoHANAN, the 
Democratic conferees? -

l\1r. WOOD. Yes. I will say that I talked to them about it 
yesterday. 
· The SPE.A.KER. The question is on the motion of the gen

tleman from Indiana. 
The motion was agreed to. 
The Chair appointed the following conferees: Messrs. Wooo, 

CRAMTON, WAsoN, BYRNS, and BucHANAN. 
PERMISSION TO ADDRESS THE HOUSE 

Mr. HOWARD. Mr. Speaker, I ask unanimous consent to 
address the House for four minutes. 
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The SPEAKER. The gentleman from Nebraska [Mr. 

HowARD] asks unanimous consent to proceed for four minutes. 
Is there objection? . 

Mr. SNELL. Mr. Speaker, reserving the right to object, 
and I dislike to object, but several other persons have asked to 
go on to-day and I have decided we should protect the bus bill 
and get it passed or disposed of. I therefore object for the 
present. 

EXTENSION OF REMARKS 

Ml'. HOWARD. Then I ask unanimous consent to extend my 
remarks by incorporating in the RECORD a petition to this Con
gress by a class of people who have no other voice than through 
their Representatives here a petition from the tribal council of 
my Omaha Indians. 

The SPEAKER. The gentleman from Nebraska [Mr. 
HowARD] asks unanimous consent to extend his- remarks by 
p'rinting a petition from an Indian tribal council. 

Mr. UNDERHILL. Reserving the right to object, the proper 
place for that petition is to go to the appropriate committee. I 
must object. 

Mr. HOWARD. Mr. Speaker, I yield, of course, to the objecr 
tion ; but I deny the right of the gentleman from Massachusetts 
[Mr. UNDERHILL] to educate me, he being uninformed. 

THE TARIFF BILL 

The SPEAKER. Under ·the o'rder of the House the Chair 
recognizes the gentleman from Texas [Mr. GARNER] for the 
first of his two speeches. _ 

Mr. GARNER. Mr. Speaker and Members of the House, I 
asked for this time to-day in view of the fact that it has be
come our custom to engage time a week ahead, so that in an 
. ordinary case, needing some explanation to the House of Rep
resentatives, there L'3 no opportunity to do as we have done 
before, to rise and ask unanimous consent to address the House 
for 10 or 15, or even 30 minutes. 

When I asked for this time I bad hoped and believed, from 
conversations with leaders of the Senate, that the tariff bill 
would be passed last night. I think it was their intention to 
close it not later than last night, and I wanted an opportunity 
then to talk to the House and see if I could reason with some 
of the brethren on the left, the Republicans, as to what they 
should do with the tariff bill after it came back · from the 
Senate. I am going to take advantage of it this morning to 
address myself to both sides of the House. 

The bill will probably come over from the Senate the latter 
part of this week, and the question is, what is the House of 
Representatives going to do with it. Mr. HAWLEY asked me 
this morning in a very innocent way : "Are you going to object 
to sending it to confe.rence?" 

I told bini I certainly was. 
Ordinarily, under the rules of the House of Representatives, 

when a bill comes back from the Senate, the Speaker of the 
House sends it to the proper committee, which in this case 
would be the Ways and Means Committee, in order that the 
committee may consider the amendments. But under the prac
tice, many bills are called up when the Senate puts amendments 
on them and they are sent to conference by unanimous consent. 
Sometimes rules are brought in for the purpose of sending bills 
to conference. I imagine that in this instance a rule will be 
brought in; that the gentleman from New York [Mr. SNELL] 
will be called upon to draw a rule in which he will disagree to 
1,500 or 2,000 amendments placed .on by the Senate, and send 
the tariff bill to conference. 

Mr. SNELL. Will the gentleman yield? 
Mr. GARNER. I yield. 
Mr. SNELL. The gentleman has had long e~rience in the 

House. When did they ever do any differently in handling a 
tariff bill in the House, either under a Democratic or Republican 
administration? 

Mr. GARNER. I do not know that I am familiar with it. 
Mr. SNELL. The gentleman is fairly familiar with it. 
Mr. GARNER. I do not care what the precedents are. There 

never has been one drawn that is just like this one. That much 
must be said. 

Mr. RAMSEYER. Will the gentleman yield? 
Mr. GARNER. Yes. 
Mr. RAMSEYER. Before the Civil War--
Mr. SNELL. I do not believe the gentleman froni Texas [Mr. 

G.AB.NER] was here before the Civil war. 
Mr. ltAMSEYER. I supposed the gentleman from Texas 

[Mr. GARNER] had made a study of this, as I have. Before the 
Civil War the universal practice, or, rather, the quite general 
practice, on both tax and tariff bills and also on appropriation 
bills, was to consider the amendments of the other body in the 
Committee of the Whole before sending it to conference. 

Mr: GARNER. 1 am a little surprised at my . friend from 
Iowa, for I understand he served on the Committee on Rules. 
Is that correct? · · 

Mr. RAMSEYER. Yes. I served there for nearly four years: 
Mr. GARNER. I am surprised to think you could be asking 

the gentleman from New York [1\Ir . . SNELL] if he wanted infor
mation. He does not want any information. 

Mr. RAMSEYER. The gentleman from Texas [Mr. GARNER] 
wanted information, or pleaded ignorance on the matter, and I 

· am trying to supply him with information. 
Mr. GARNER. What the gentleman from New York [Mr. 

SNELL] wants to know is what the bosses want him to do. He 
generally finds out at an early date, being one of them, and 
that is all the information the gentleman wants. 

But I thought I might talk to some of those on the Republi
can side of the House and see if we could not arrive at a con
clusion to give some thought and deliberation to the tariff bill. 
I am looking into the faces of men and women who have not 
had one thing to do with the passage of this legislation. You 
did not have anything to do with it. The gentleman from 
Washington [Mr. JoHNSON] smiles. The gentleman did not 
have anything to do with it. 

Mr. JOHNSON of Washington. I was wondering if the gen
tleman was not looking at the gentleman from Oregon [Mr. 
HAWLEY]. 

Mr. GARNER. The gentleman, however, usually follows the 
gentleman from Oregon [Mr. HAWLEY]. 

Mr. JOHNSON of Washington. Gladly. 
Mr. GARNER. That still confirms what I say. 
The gentleman did not have anything to do with it when the 

bill passed the House. All the gentleman did was to follow . 
Mr. JOHNSON of Washington. Not quite. 
Mr. GARNER. That is all you did. Now, this Honse has 

never given consideration to this tariff legislation. Do you 
want to consider it in any way? 

Mr. JOHNSON of Washington. Will the gentleman yield? 
Mr. GARNER. Not until I finish. I am not going to get 

into any controversy with the gentleman as to whether he is a 
leader or a follower. 

Mr. JOHNSON of Washington. I wonder if the gentleman 
will not let me wait until the other body reaches a decision 
as to the lumber and shingle tariffs. 

1\fr. GARNER. I know the gentleman is a leader on lumber 
and a follower on everything else, if you will give him a little 
duty on lumber. 

Do yon people on this side of the Chamber desire to give any 
consideration to the various schedules in the tariff bill? Re
member you will have no opportunity except in the House of 
Representatives. When it comes back from the Senate, if you 
vote to send it to conference, your opportunity is gone, because 
then you commit this piece of legislation to the three Republi
can ranking members on the Ways and Means Committee, who 
with 12 other Republicans made it np in the House, and these 
three Republicans will be your representatives and your spokes
men, and you will have no opportunity to consider for a mo
ment · any amendment or any schedule placed in the tariff bill 
by the Senate of the United States. 

Mr. BACHARACH. Will the gentleman yield? 
Mr. GARNER. Yes. 
Mr. BACHARACH. If we did take it up. in the Committee 

of the Whole, I wonder how long the gentleman from Texas 
thinks it would take us to consider all of those 1,500 amend
ments. 

Mr. GARNER. I will tell the gentleman, who seems · to be 
short on information, something. Here is what I would do if I 
had my way : I would not take it through all the vicissitudes of . 
considering each amendment under the rules of the House of 
Representatives, although that is the most desirable way to ·do 
it; I realize that time is one of the essential elements in the 
consideration ()f this piece of legislation just now. When it 
comes back on the floor of the House of Representatives I would 
consider it by schedules. I would give 10 minutes on a side for 
debate on each schedule, and if you did that you would consider 
it intelligently and pass the bill within two days. Are you will
ing to do it? 

Mr. BACHARACH. With only 10 minutes of debate on every 
schedule? 

Mr. GARNER. I would be willing to take more time if you 
would give it to me, but I am trying to comply with your rules. 
However, that procedure would give me a chance, and all of us 
a chance, to vote on the amendments to the tariff bill and the. 
rates put in by the Senate under each schedule. 

Now, what are those amendments and what are those rates? 
I am going to give them to you briefly. I have in my hand, and 
I will insert in the RECoRD, a letter from the chairman of the 
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Tariff Commission, sent to me at 10 o'clock this morning, gjving 
me the latest figures of the Tariff Commission on these various 
schedules. 1\Ir. Speaker, I ask unanimous consent to put these 
in the RECORD, in addition to some comparisons I have made 
myself. 

· The SPEAKER. Without objection, it is so ordered. 
There was no objection. 

Ron. ;JOHN N. GARNE"R, 

UNITED STATES TARIFF COMMISSION, 

Washington, March 19, 1930. 

Hot/,Se of Representatives, Waslllington, D. 0. 
MY DEA"R MR. GARNER: I am returning herewith your copy of Senate 

Document No. 30, Comparison of Rates of Duty in the Pending Tariff 

Bill of 1929 with the Tariff Act of 1913 and the Tarilf Act or 1922. At 
a request received this morning from the minority clerk of the Committee 
on Ways and Means, Mr. Walter L. Price, we have inserted on page 
3 a revised summary of the data for each of the tariff schedules. This 
reviSed copy contains, in addition to the information shown in the 
printed copy for the Senate Committee of the Whole and the Senate, 
the computed duties on the basis of 1928 imports and the actual or 
equivalent ad valorem rates. The data for the Senate incorporate all 
changes made by the Senate up to and including March 13, 1930. 

These figures are preliminary, although they are considered to be 
fairly accurate. 

Very truly yours, 

E. B. BROSSARD, Chairman. 

Summary by schedutu of rate& of dutu in the tariff act of 1915, the tariff act of 19!t, and bill H. R. t667 as passed bu the Ho'U8e of Representatil!es and as reported to the Semue b
11 

the Finance Committee with subsequent cha'll{Jes bv the Senate Committee of the Whole, and as further agreed to by the Senate up to and including March 15, 1930-Schedutes 
1 to 15 

Computed duties on 1928 imports Actual or computed ad valorem rates 

Sched
ule Article 

H. R. 2667 H. R. 2667 

Act Act 

Value of 
imports, 
calendar 
year 1928 Act of 

1913 
Act of 

1922 I 
As re-

As passed ported by 
the House Senate 
of Repre- Finance 

As agreed lAs agreed to by 
Senate to by the 

Commit- Senate up 
tee of the to Mar. 

of of 
1913 1922 

As I As re-
pass. ed ported 

the by 
House Sen~ te 
of Rep- rJ~~e 

As I As agreed agreed 
to by to by 

Senate the 
Com- Senate 

mittee up to 
of the Mar. 
Whole 13, 1930 

sentatives Com-
Whole 13, 1930 res.ent- Com

atlves mittee 
mittee 

P. ct. P. ct. P. ct. 
1 Chemicals, oils, and paints __ ----- $94, 909, 666 $15, 402, 669 $27, 688, 949 $30, 466, 224 $28, 119, 435 $29, 022, 092 $28, 970, 353 16. 23 29. 17 32. 10 
2 Earths, earthenware, and glass-

P. ct. 
29.63 

P. ct. 
30.58 

P. ct. 
30.52 

ware __________ ------------------
3 Met.als and manufactures of. __ ---
4 Wood and manufactures of. _____ _ 

56, 521, 947 18, 000, 225 25, 567, 147 30, 776, 372 29, 924, 652 27, 297, 175 29, 654, 814 31. 85 45. 23 
us, 658, no 16,987,338 40, 004,372 43, 118,528 34,941,479 38,407, 195 38,154,924 14.32 33. n 
26, 453, 184 1, 771, 196 4, 191, 356 6, 702, 169 4, 141, 108 4, 118, 606 4, 139, 242 6. 70 15. 85 

54.45 
36.34 
25.34 

52.94 
29.45 
15.66 

48.29 
32.37 
15.57 

52.47 
32.66 
15.65 

5 Sugar, molasses, and manu-
factures oL --------------------- 174,759,643 68,550,633118,872, 109161,405,190148, 100,786119,212,001134,843,827 39.23 67.85 92.36 84.75 

63.09 
68.21 
63.09 

77.16 
63.09 6 Tobacco and manufactures oL___ 62,318,624 37,804,801 39,314,791 41, 729,431 39,314, 791 39,314, 7!Jl 39,314, 791 60.66 63.09 66.96 

7 Agricultural products and pro-
visions _________________________ 266,792,553 26,249,569 59,686,019 88,981,576 86,429,586 95,597,728 95,804,790 9.84 22.37 33.35 32.40 

47.44 
43.58 

35.83 

47.44 
38.15 

35.91 

47.44 
38.15 

8 Spirits, wines, and other bever-
ages ___ -------------------------

9 Manufactures of cotton __________ _ 
1, 433, 616 366, 198 523, 045 . 680, 069 680, 069 680, 069 680 009 25. 54 36. 48 
•~oo~~~~m~~~ill~~~~~-~~-m~m26 

47.44 
43.58 

10 Flax, hemp, jute, and manufac-
tures oL_______________________ 133, 2fJ7, 491 13,403, 944 24, 191, 702 25, 284,930 25, 724, 740 26, 167,622 25,433,528 

11 Wool and manufactures of________ 115, 180,986 23,923, 150 57, 171, 665 66,886,360 65,468, 100 65,752,262 65,752,262 
10. 22 18. 44 19. 27 19. 31 19. 64 18. ffl 
m77m64 am ~84 ~09 ~09 

12 Manufactures of silk______________ 32,440, 182 15,038, 217 18,348, 161 19,518, 180 20, 256,955 18,825, 189 18,825, 189 
13 Manufactures of rayon____________ 11, 425, 596 3, 928, 913 6, 019, 359 6, 065, 431 6, 157, 202 6, 145, 719 6, 133, 708 

•uK56 m11 B44 ~03 aoa 
14 Paper and books ____ ------------- 20, 345, 158 4, 408, 264 4, 986, 391 5, 317, 439 5, 315, 28615, 214, 023 5, 271, 588 
15 Sundries •.• ----------------------- 316,695,350 51,441,872 66,455,927 90,440,519 83,976,993 66, 121,799 66, 121, 799 

Total, comparable items ____ 1, 480, 60S, 155j312, 373,991512, 637,333 638,929, 862j600, 108,218 560, 746,856 578, 571, 469 

34. 39 52. 68 5236 .. ~14 53. 89 53. 79 53. 68 
21. 67 24. 51 26. 13 25. 63 25. 91 
~24m98 aM a~ •~ •~ 

21. 10 34. 62 ~ 40. 53 37. 87j---a9.08 

Btnmnarv by schedules of actual or computed ad valorem rates of duty 
in the tariff bill, H. R. 2661, as passed by the House of Representati·,es 
and as agreea to by the Senate ttp to and including March 1S, 1.930 

Per cent 

Title 

House Senate 

1. Chemicals, oils, and paints ___ 32.10 30.52 
2. Earths, earthenware, and 

54.45 52.47 glassware ___ ----- ___________ 
3. Metals and manufactures oL_ 36.34 32.65 
4. Wood and manufactures of ___ 25.34 15.65 
5. Sugar, molasses, and manu-factures of. _________________ 92.36 77.16 
6. Tobacco and manufactures oL 66.96 63.09 
7. Agricultural products and provisions __________________ 33.35 35.91 
8. Spirits, wines, and other bev-

erages. __ ------------------- 47.44 47.44 
9. Manufactures of cotton _______ 43.58 38.15 

10. Flax, hemp, jute, and manu-factures oL _________________ 19.27 18.97 
11. Wool and manufactures oL ___ 58.m 57.09 
12. Manufactures of silk __________ 60.17 58.03 
13. Manufactw·es of rayon _______ 53.09 53.68 
14. Paper and books _____________ 26.14 25.91 15. Sundries ______________________ 28.56 20.~ 

Relation of Sen
Senate changes, ate changes to 

per cent House bill, 
per cent 

In- De- In- De-
crease crease crease crease 

------------
1.58 4.9 

1. 98 3.6 
3.68 10.0 
9. 69 38.0 

15.20 16.4 
3.87 5. 7 

2.56 -------- 7.6 --------
Same. Same. --------

5.43 12.4 

.30 1. 5 

. 98 1.6 

----~59" 
2.14 ----ix 3. 5 

-----:87 .23 --------
7.68 -------- 26.8 

Mr. GARNER. This is what the Tariff Commission reports. 
I do not know whether you have examined these comparisons, 
but the Senate got out this document up to a certain period; 
that is, when the bill was reported from the Finance Committee. 
Now, the Tariff Commission bas brought these comparisons, as 
nearly as they can, up to date, including every amendment, when 
it was considered in the Committee of the Whole and when it 

got out of the Committee of the Whole, up to 1\Iarch 13. There 
has been very little change since March 13. 

Now, what are those comparisons, and what is the duty of a 
Democrat? I do not care what a Democrat's views are, even if 
his views are similar to those of my friend from Alabama [Mr. 
HUDDLESTON], and I believe I am violating no secret, because I 
believe he said on the floor of the House he was for free trade. 

Mr. HUDDLESTON. Will the gentleman yield? 
Mr. GARNER. Yes. 
Mr. HUDDLESTON. But for all kinds of protection on 

products of my district, just like everybody else. [Laughter.] 
Mr. GARNER. I had hoped the gentleman from Alabama 

would reform, and I find he has. [Applause.] I am very happy 
to know it. 

Mr. HUDDLESTON. Will the gentleman yield further? 
1\Ir. GARNER. Yes. 
Mr. HUDDLESTON. Theoretically I am for free trade, and 

if I could get anybody else of reputation to join with me I 
would stand for it, but what is the use of one honest man 
standing alone? [Laughter.] 

Mr. GARNER. Well, it makes no difference what the opin
ion of a Democrat may be on the tariff. There is only one 
type of a Democrat who could send this bill to conference 
without an opportunity of voting on the Senate amendments 
and that would be a Democrat who believes that the rates on 
agricultural products are too high in the Senate bill. I can 
understand how a Democrat who honestly believes that the 
rates which were increased in the Senate are made too high 
in the agricultural schedule could consistently vote against that 
schedule and therefore vote to send the bill to conference with 
the hope of getting those rates reduced. But every schedule in 
tbis bill, as passed by the House and sent to the Senate, bas 
been decreased except two. I will put these percentages in the 
REaono, and those who are interested may glance at them to
morrow, if they desire. The Senate has increased the agricul-
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tural rates 2.56 per cent, which is an increase of 7.6 per cent 
of the House rates. 

The schedule relating to the manufactures of rayon has bee-n 
increased 59 per cent, which is an increase of 1.1 per cent of 
the House rates, but the other schedules have been decreased. 

Mr. CROWTHER. Will the gentleman yield? 
Mr. GARNER. Yes. 
Mr. CROWTHER. Would the gentleman mind giving the 

percentage of decrease. 
Mr. GARNER. I am going to do so. I can un-derstand, 

Doctor, how you are perfectly consistent and I would vote 
like you are going to vote if I were in your place, because 
you believe the rates put in the House bill are not quite high 
enough. 

Mr. CROWTHER. Not quite. 
:Mr. GARNER. I thought so, and believing that very 

naturally, and properly so, you would vote to send the bill to 
conference for the purpose of endeavoring to get these rates 
retained in the bill. 

Mr. CROWTHER. Will the gentleman yield further? 
Mr. GARNER. No; just a minute. Let me carry the 

thought out a little further. We find the Senate has reduced 
the rates in every schedule except on agriculture and has 
left it comparatively where it was on rayon. Now, you can 
not go below the Senate rates and you can not go above the 
House rates in conference. Everybody, including the new Mem
bers of the House, knows the rules governing conferences. 
You can not go below or above the two sets of rates. So the 
rates that are in the Senate bill must be accepted by the 
House or they have got to be raised in conference. They are 
the lowest you can possibly get. 

What is the duty of a Democrat if he honestly believed that 
the House rates were higher than they should have been? It 
is his duty to vote to agree to the Senate rates, reserving the 
right to himself, if be desires to do so, to vote against the 
bill even if such rates are adopted. He would then be con
tributing to holding them down to the lowest level, as I think 
the Senate rates have done. 

I yield now to the gentleman. 
Mr. CROWTHER. Let me say to the gentleman from Texas 

that his party, together with my party, came to a common agree
me-nt in the last election as to what tariff rates should be, and 
they both stated very clearly, if the gentleman will -bear with 
me a moment--

Mr. GARNER. Yes. 
Mr. CROWTHER. That the tari1f should always represent 

the difference in the production costs here and abroad. Let me 
say to the gentleman, after very careful preparation through 
listening to the hearings and going over the briefs that were 
submitted, the Hawley bill was submitted to the- House and to 
the country, and let me further say to the gentleman there was 
not a single rate in the Hawley bill that really represented the 
difference in production costs here and abroad. [Applause.] 

Mr. GARNER. They are a little lower. 
Mr. CROWTHER. They were lower than they ought to have 

been, provided that is the proper basis to be used. 
Mr. GARNER. I understand the doctor's position-that the 

rates were too low. 
Mr. CROWTHER. Whether it is right to continue that basis 

or that method of allocation is ~ question. Many times we 
found the difference would be so great that the committee 
would not accept it, much less the House, and we may have to 
find some new method of allocation of duties rather than the 
fundamental basis which we have been adopting for years and 
that you people took from us last year apd declared as your 
own purpose. The gentleman will remember that a very promi
nent New Yorker, a candidate on your ticket, declared that be 
was for tariff Tevision and that he was for the kind of tariff 
revision that would not take a, single fH!ent piece from the pay 
envelope of any industrial worker in the United States. 
[Applause.] _ 

1\Ir. GARNER. I thank you, Doctor. That is quite a contri
bution. [Laughter.] The gentleman is doing exactly what be 
always does. 

Mr. CROWTHER. Will the gentleman yield? 
Mr. GARNER. Just a minute. Give me a little time. -
Mr. CROWTHER. Just give me a moment. If the gentle

man wants his speech to be a really good speech, he will yield 
to me occasionally. 

Mr. GARNER. I do. I do not think there is a more ideal 
Republican protectionist in the United States Congress or else
where than you are, sir [laughter and applause], and I think 
your views are ideal for the Republican organization. although 
some of your colleagues repudiate them. 

Mr. CROWTHER. Jus1; a, m_Q~~nt. 

Mr. GARNER. I can not give yon all the time, however good 
a speech you may make. 

Mr. CROWTHER. Let me say right here to the gentleman 
from Texas that the gentleman has also made some very earnest 
protestations -in this House and in his State as to being a pro
tectionist, and I want him to live up to them when it comes to 
final action on this bill and I want him to measure up to those • 
statements. 

Mr.-GARNER. I intend to. I want you to give me an oppor
tunity, therefore, to consider these schedules in the House so I 
can demonstrate them. Will you give me an opportunity to 
demonstrate? 

Mr. SCHAFER of Wisconsin. Will the gentleman yield? 
Mr. GARNER. In just a minute. Will you give me an 

opportunity, sir, to demonstrate? . 
Mr. CROWTHER. In answer to that I will say that in the 

light of what bas happened with regard to the gentleman's 
leaning toward protection and his real actions in the past with 
respect to it, I do not think I would want to do that, because, 
when be had an opportunity to demonstrate, he made a miser
able failure after making a great speech on a protective measure 
which was pending here. 

Mr. GARNER. Now, bow much time do you want? 
[Laughter.] 

Mr. CROWTHER. I wm take all the time the gentleman will 
give me. [Laughter.] 

Mr. GARNER. Let me use a little of my time now. Let me 
oceupy the floor for just a little while. 

I regret very much that my friend from New York seems to 
have lost confidence in my protestations about being for sane 
and adequate protection, but I am. 

This is the reason I am making these remarks. There are 
some of these schedules I would vote for and some that I · 
would vote against, and I want to have an opportunity to ·vote ' 
upon them, and certainly we should have an opportunity to 
consider them. Is there any reason why we should not take up 
the chemical schedule, for instance? 

Mr. TREADWAY and Mr. BACHARACH rose. 
Mr. GARNER. Just a moment. -I am going to ose a little of 

my time now. I am not going to give it all to people who do 
not know anything about"the situation and do not seem to want 
to learn anything about it. 

my can you not give an hour to the consideration of 
each one of these schedules? For instance, here is the chemical 
schedule, and practically every rate in it has been reduced. 
Casein, a product of the dairy, is· one rate that has been 
increased. Why can you not give me an opportunity te vote 
on the rates in the chemical schedule? 

Is there any reason why you gentlemen should not have an 
opportunity to intelligently cast your votes as to your pref
erence between the House rates and the Senate rates? Are 
you afraid? You have time enough to do this. There are 
15 schedules, and if we took an hour to each schedule, for 
instance, we could consider the bill in 15 hours, or about three 

. days, which would afford an opportunity for intelligent 
discussion, intelligent consideration, and give the members of 
the House an opportunity to cast their votes for either the 
Senate rates or the House rates. Why do you not do that? 
Are you afraid? 

This would give you an opportunity, my dear lady from 
New York [Mrs. PRATT], to vote for a reduction in the rate 
on sugar_, for which you so eloquently pleaded on the :floor of 
this House. 

I would like an opportunity for this House to go on record, 
as to whethet' it favors the exorbitant rates contained in the 
House bill, or the more moderate- and reasonable rates con
tained in the Senate bill. Is there any reason why you should 
not give us this opportunity? 

Mr. SCHAFER of Wisconsin. Will the gentleman yield? 
Mr. GARNER. I yield now to the gentleman. 
Mr. SCHAFER of Wisconsin. Under the 'gentleman's plan, 

would the House have an opportunity to have a separate vote 
on the antimony, and antimony-oxide rates? 

Mr. GARNER. Yes. 
Mr. SCHAFER of Wisconsin. We find that the House 

rejected a proposed increase in this rate, and the only person 
who appeared--

Mr. GARNER. Do not make a speech. I have answered 
the gentleman's question. 

Mr. SCHAFER of Wisconsin. You are afraid of the ques
tion because another body increased antimony and antimony 
oxide-

Mr. GARNER. I decline to answer where a man asks a ques
tion and then gives the reason himself. 

Mr. CRISP. Will the gentleman y,ield? 
Mr. ~ARNER. ~es. 
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Mr. CRISP. Is it the gentleman's idea that if his plan is 

carried out that the House would not vote separately on the 
various schedules but would vote en bloc after the schedules 
had been debated whether they preferred the House or the 
Senate amendments? 

Mr. GARNER. Yes; I say that for this reason: To take all 
• the individual amendments and consider them individually at 

this late day is imposs.ible. Impossible on account of the lack 
of time, I doubt if the country would approve of a vote on 
each separate amendment, but the country would indorse the 
common-sense idea of giving the Members an opportunity to 
express themselves en bloc on the various schedules. 

Mr. BACHARACH. Will the gentleman yield? 
1\Ir. GARNER. Yes; once more. 
Mr. BACHARACH. The gentleman was here when the 

Underwood bill was passed, when the Democratic Party was in 
control, and the Democrats had a caucus in which each man 
was bound. 

Mr. GARNER. You have asked that old question about 
seventy-five times. 

Mr. BACHARACH. Why was not the gentleman--
Mr. GARNER. Does the gentleman want to ask a question 

or make an oration? 
Mr. BACHARACH. I will ask the question. Why was not 

the gentleman then opposed to it when he was in the majority 
as he now is when he is in the minority? 

Mr. GARNER. The gentleman comes back and says, did . 
not you do this way in times past? You have no reason why 
the House of Representatives should not have an opportunity 
to express itself on the rates, and you can not give a reason to 
save your life. You have to go back and ask: "Did you not 
do so and so when the Underwood bill was passed?" The dif
ference between the Democrats and the Republicans is this: 
We undertook to confer, and worked together under caucus 
rules, but you do not do anything except to follow the bosses, 
and you do not give the Democrats any opportunity to consider 
the bill, while you were given opportunity to consider and offer 
amendments to the Underwood bill. 

Mr. SNELL. Will the gentleman yield? 
Mr. GARNER. Yes. 
Mr. SNELL. Will the gentleman tell us how the Democratic 

party considered the 637 amendments on the Wilson tariff bill 
in 1894? 

Mr. GARNER. I will refer that to the gentleman from Iowa 
[1\Ir. RAMSEYER], an authority on what occun·ed before the 
Civil War. [Laughter.] I will let you work that out with him. 

Mr. TREADWAY. Will the gentleman yield? 
Mr. GARNER. Yes. 
Mr. TREADWAY. Do I understand the gentleman wants an 

opportunity to consider the amendments the Senate has 
adopted? 

Mr. GARNER. Yes. 
Mr. TREADWAY. The gentleman will be a member of the 

conferees--
Mr. GARNER. I will tell you I do not want to monopolize 

the whole thing. [Laughter.] I want to give the Republican 
Members some chance, and I am also solicitous about my Demo
cratic colleagues. I want to give them some chance, and they 
will not have any chance after it is sent to conference. I want 
to give them a chance to go back to their constituents and say 
I did my very best to raise or lower the rates, as the case 
may be. 

Mr. TREADWAY. Does not the gentleman consider that he 
is a worthy representative of his colleagues? 

Mr. GARl\TER. Oh, yes; but they are also worthy repre
sentatives of themselves. 

Mr. TREADWAY. I think they have entire confidence in the 
gentleman and will trust to his judgment. 

Mr. GARNER. Let me give you some of these rates. Take 
the chemical schedule. It is pretty hard to give the rates to 
you in percentages, but in general percentages that you under
stand and that the ordinary man, such as myself, understands. 
I wni give the percentages in reduction or addition with re
spect to the differences in the Senate bill and the House bill; 
that is to say, how much lower the Senate rates are or how 
much higher than the rates in the House bill. 

In the chemical schedule there is a decrease by the Senate 
from the House rates of 1.58 per cent, which is 4.9 per cent of 
the House rateg. There would have been a larger decrease 
there as ther·e was a larger decrease in the report of the Sen· 
ate Finance Committee from the Senate action itself. The rea
son the reduction is not more is because of the increase for 
.casein. If you were to eliminate casein you could very easily 
increase that percentage up to probably 6.4. 

' 
Next let us take earth, earthenware, and glac:;sware. There iS ! 

a decrease there from the House rate of 1.98 per cent, which · 
is a decrease of 3.6 per cent of the House rates. 

On metal and manufactures of metal there is a decrease in · 
the Senate rates of 3.68 per cent, which is a 10 per cent decrease 
of the House rate. I would like to vote for that. I have ex
amined that schedule. I would like to vote for that and for 
the chemical schedule. I can not tell about the others. I have 
examined the chemical schedule and the metal schedule. I 
want to vote for that decrease. I will not have a chance to 
vote for it if you send it to conference without giving the House 
an opportunity to consider that schedule. I am willing to vote 
for it en bloc. As I say, the better way and the more intelli
gent way would be to go into the Committee of the Whole and 
consider the amendments as we do in an original bill, without 
the gag rule you had, under which nobody could offer an 
amendment. 

Next, let us take wood and manufactures of wood. There 
is a decrease of 9.69 per cent which is 38 per cent of the House 
rates. I do not know whether I would adopt that or not. I 
would have to look into that. That is a considerable change; 
but if I did favor so great a change, I would vote for it; and 
if not, I would vote against it and send it to conference. You 
ought to have that right. These gentlemen laugh at you and 
say : " Do you not want to vote for these things? " Why do 
not · you gentlemen want to take the responsibility and the 
obligation of representing the people of your district and 
the country here to write the law. You are not afraid, are 
you? You would rather trust HAWLEY and TBEADWAY and 
BACHARACH than trust yourselves. [Laughter.] 

Mr. SNELL. Mr. Speaker, will the gentleman yield? 
Mr. GARNER. Oh, I have got to read through these per

centages first. 
Mr. SNELL. Right on that point. 
Mr. GARNER. I would rather not. I struck at just three, 

and now you want to come in with reserve recruits. I would 
rather get through first with the Ways and Means Committee. 

Mr. TREADWAY. Would the gentleman yield to one to 
whom he has referred? 

Mr. GARNER. Yes; I will have to. I am afraid not to · 
yield to the gentleman; because I am afraid of losing influence 
and caste on the Republican side of the House I have just got 
to yield to the gentleman. [Laughter.] 

1\fr. TREADWAY. I would like to know wherein the three 
gentlemen that the gentleman from Texas has named would · 
fail their colleagues, inasmuch as the gentleman from Texas 
intimates that he knows us better than they do themselves. 

Mr. GARNER. Well, that is all a matter of opinion. My . 
opinion is that you and HAWLEY and 50 per cent of BACHARACH : 
[laughter] are going to do just what you are told to do, and . 
we all know what that is. 

I desire now to have the attention of 21 of you gentlemen · 
over there on the Republican side who made speeches against 
the sugar schedule. 

The SPEAKER. The time of the gentleman from Texas has 
expired. 

Mr. GARNER. I want to get some more time, Mr. Speaker. 
Mr. CROWTHER. Mr. Speaker, I ask unanimous consent 

that the gentleman may have 60 minutes more. 
The SPEAKER. The gentleman from New York asks unani

mous consent that the gentleman from Texas may proceed for 
60 minutes. Is there objection? 

There was no objection. 
Mr. GARNER. I do not think that I will want that much 

time but I just wanted to test this bunch over here to see 
whether they would give it to me. 

Mr. CROWTHER. That will give you plenty of time to-
Mr. GARNER. Oh, yes; I know it will, and I will be glad to 

yield to you some of that time. Twenty-one of you gentlemen 
made speeches against the increase in the sugar rate. You 
have a chance here now to vote on the sugar rate and reduce it 
15 per cent, if you want to. If you 21 me~ .on the Republican 
side who made speeches against the provrswns of the House 
bill in the sugar schedule will vote against the previous ques
tion when Mr. SNELL brings in his rule, we will give you an 
opportunity to vote the way you talk. Have you got the nerve 
to do it? Will you practice what you preach? You made 
speeches against it. You said the rates were too high. You 
have written your constituents that way. Are you_ willing now 
to practice what you preach and vote as you talk? If you are, 
you will vote down the previous question and we will give you 
an opportunity to vote on these schedules as they come up, and 
sugar is one of them. Remember, now, when you send the bill 
to conference that you can not get the rate on sugar except~ 

,_ 
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tween 3 and 2. That is all there is to it-2 cents or 2.40--and 
you can ~ot get anywhere exc.ept between those two. You 
ought to have an _ opportunity to express yourselves as to 
whether you want 2 or 2.40. If you vote down the previous 
question you will get that opportunity, and you can th~n tell 
your constituents when you go ba~ home that you really 
meant _it, because you voted down the p-revious question. 

Mr. RAGON. Mr. Speaker, will the gentl~man yield there? 
Mr. GARNER. Yes. 
Mr. RAGON. I will ask the gentleman whether there is any 

other way for these gentlemen who have manifested antagonism 
to rates by which they can manifest their opposition than by 
voting as you have indicated here against the motion sending 
the bill to conference? - . 

Mr. GARNER. Here is what the REcoRD will show and 
what the vote in the House will show, that you voted for a 
i-ule to disagree to all the Senate amendments. Remember the 
language of it. If anyone is shrewd enough to place it prop
erly before the public, the public will know th~t you did not 
want to vote against a single amendment, because you wanted 
to vote for a rule against all Senate amendments and send 
the bill to conference. If there is a single Senate amendment 
that you want to vote for, how will you expla,in that you voted 
against all Senate amendments and sent the bill ·to conference? 

Mr. RAGON. That includes the increase of the agricultural 
rates that the Senate put in the bill. 

Mr. GARNER. Yes. I will come to that in a moment. Yon 
will have to go on record as voting a,gainst all the Senate 
amendments, whether it be a particular item in behalf of New 
England or California or Texas. You are against all the Senate 
amendments, and you want to send tbis bill to conference. 

I would like to vote on the Senate amendments to the sugar 
schedule--No. 5. ·I put myself on record as I go on. On tobacco 
and manufactures of tobacco there is a decrease of 6.7 per cent 
of the House rate. My opinion at tlie present moment is that 
I would vote against that. I think there ought to be some in
creases instead of decreases on the tobacco schedule. 

Mr. CROWTHER. Mr~ Chairman, will the gentleman yield? 
Mr. GARNER. About the tobacco schedule? 
Mr. CROWTHER. No. 
Mr. GARNER. Well, I do not want some foreign provision 

:put in while I am talking about the tobacco schedule. 
The next is the agricultural schedule, an· Increase of 7.6 per 

cent of the House rates. The Senate considered these various 
schedules, and here is the result of -their work-a decrease on 
all schedules except the agricultural, and in that case they 
~i:e an increase of 7.6 per cent of the House rates. 

l would like to vote for that. You people who have been 
professing that yon wanted to help agriculture; you people who 
have been writing to your constituents that you are anxious to 
b:r}ng agriculture up to a parity with industry-what will you 
tei.l your ·constituents when you vote against agriculture under 
these amendments that the Senate has put on in behalf of 
agriculture? You want to send the bill to conference when the 
conferees will embrace one man from Oregon and one from 
Massachusetts and one from New Jersey and perhaps one from 
California. 

Mr. RANKIN. Mr. Speaker, will the gentleman yield there? 
Mr. GARNER. Yes. _ 
Mr. RANKIN. I want to inquire of the gentleman from 

Texas if it is not a fact als9 that the Senate has provided for 
an export debenture on wheat and cotton and other agricultural 
commodities of which we produce an exportable surplus? To
day wheat is selling in the United States at the same price as it 
sold for 30 years ago, and cotton is far below the cost of 
production. 

Mr. GARNER. Yes; I understand that agriculture is in bad 
shape, and nearly everything else is in bad shape. 

Mr. RANKIN. Under your program would we have an op
portunity to vote on that amendment? · 

Mr. GARNER. I would not object to that, but I realize that 
it would be asking too much of the Republican side of the House 
to agree to that or to the administrative provisions. But I do 
say that if I were a Republican, an administration Republican, 
if you please--and if I were a Republican I would be an ad
ministration Republican. 

Mr. SCHAFER of Wisconsin. Mr. Speaker, will the gentle
man yield right there? 

Mr. GARNER. No; and you are not an administration Re
publican, and I will not yield to you. [Laughter.] 

Mr. CROWTHER Mr. Speaker, will the gentleman yield 
to me? 

Mr. GARNER. In a moment. 
If I were an administration Republican I would vote for an 

opportunity to vote on the Senate amendments to this bill. I 

am not afraid to tell the world where I stand when any ques
tion comes up. You are not afraid, are you? 

Mr.- CROWrr'HER. No. 
~Ir. GARNER. And you would be willing to let your con

stituents know where you stand, would you not? 
Mr. CROWTHER. Yes. . 
Mr. GARNER. You are not afraid to tell where you stand, 

but you want to keep the other boys in line? . 
Mr. CROWTHER. I do not pretend to keep anybody in line. 

It is my duty to keep myself in line. 
Mr. CRISP. Mr. Speaker, will the gentleman yield? 
Mr. GARNER. Yes. . 
Mr. CRISP. If your policy is followed, would not the effect 

of it be to expedite the passage of this tariff bill? If the House 
a~d to the Senate schedules, that would end it. If the House 
disagreed, then the House conferees in conference would have 
the House back of them to argue with the Senate? 

Mr. GARNER. Yes. . 
Now, if I can, I want to get the attention of my friends on 

the Republican side for a moment. I want to say to them that 
if they want to expedite the passage of this bill-and some in .the 
country have been criticizing the delay in its passage--you can 
expedite it very materially by considering these Senate amend
ments en bloc, and if you agree to them, that will expedite ·mat
ters very materially. But how long will it take to dispose of 
this bill in conference otherwise? Nobody can tell. I venture 
to say you will not get it out of conference in four weeks, maybe 
six weeks, whereas if you adopt the policy I suggest you could 
agree in less than a week or 10 days, and you would have the 
tariff bill sent to the White House within two weeks after it is 
sent to conference. You will avoid at least six weeks of delay. 

Mr. CROWTHER. Yielding to the blandishments of the gen
tleman from Texas-

Mr. GARNER . . Yon ought not_ to qualify it-you ought not 
to say "blandishments." [Laughter.] . 

Mr. CROWTHER. Well, then, let us say logic. I do not 
desire to be offensive. I realize .that I am addressing the leader 
of the minority, and ! _have the highest degree of respect for 
both his logic and his blandishments. I observe · in the offing 
the assistant leader, the gentleman from Mississippi [Mr .. 
RANKIN]. 

Now, suppose we yield to your blandishment or logic and give 
your folks and our folks an opportunity to vote on these schea
ules. Will the gentleman from Texas then vote for the tariff , 
bill? ' 

Mr. GARNER. Yes; if amendments are adopted that I think 
ought to be adopted, I will vote for it. 

Mr. CROWTHER. With an "if"; always with an "if." 
Mr. GARNER.- Would the gentleman from New York . [Mr. 

CROWTHER] vote for them if they were not according to what the 
gentleman thinks they should be? 

Mr. CROWTHER. I would vote for any tarti! bill that the 
committee brought in here and for a conference report as well. 
I would vote for it for the protection of American industry. 
[Applause.] 1 

Mr. GARNER. If it reduced the present rates? If a rule 
were brought in reducing the present rates by 50 per cent unde~ 
the 1922 act, would the gentleman vote for it? 

Mr. CROWTHER. If the conferees bring in such a bill I will 
support the conferees. I am a Republican, first, last, and all the 
time. [Applause.] 

Mr. GARNER. I thought the gentleman was a protectionist 
rather than an obedient servant. 

Mr. CROWTHER. Republican and protectionist are synon
ymous terms, sir. There should be no difference between them. 
[Applause.] 

Mr. GARNER. Some of them have a different idea about it~ 
Mr. CROWTHER. Yes. They may have a different view

point. Many Democrats have a different viewpoint to that of 
the gentleman from Texas. The gentleman from Texas claims 
to be a protectionist. I am anxious to see when we get to the 
wool schedule how the gentleman will feel about mohair from 
the goat's back. 

Mr. GARNER I will agree with the gentleman now. I will . 
come to the wool schedule now and tell you how I will vote if 
you will bring it over from the Senate. ! 

Wherever the industrial rates are reduced I am going to vote I 
for them. Now, that gen-eral statement is quite clear. Wher
ever the agricultural rates are increased I am going to vote for 
them. Wherever the general industrial rates are reduced by the 
Senate I am going to vote for them. Wherever the Senate has 
increased the agricultural rates, trying to bring them to a parity 
with the industrial .rates, I am going to vote for them. How 
abont you, Doctor? 

.· 
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· Mr. CROWTHER. I am for that. Will the gentleman yield? 

Mr. GARNER. Then we will vote together right along. You 
are going to vote for all of these reductions in rates on industry? 
I do not think you know what you are ·talking about. 

Mr. CROWTHER. The gentleman knows perfectly well what 
my attitude is and what his own attitude is. The gentleman 
is telling us how he would vote, but he will not vote. I shall 
vote for the bill. May I ask the gentleman if he thinks that 
any voter in the United States in the fall of 1928, even the 
wildest optimist of the Democratic Party, had any vision that in 
the tariff revision there would be a reduction of duties? Does 
the gentleman think that anybody thought there would be a 
reduction of duties? 

Mr. GARNER. I certainly did not expect increased duties 
such as have been put in this bill in the House. Does the 
gentleman think anybody expected any such increases? 

Mr. CROWTHER. Yes; I think so. 
Mr. GARNER. Well, it is very easy to please the gentleman 

from New York. 
Mr. CROWTHER. The gentleman from Texas knows that 

only 30 per cent of the items in the House bill were changed 
by the· Ways and Means Committee in preparing the Hawley 
bill. Not to change the tariff bill rates at this ·time is a frank 
admission on the part of everybody that Europe and the United 
States have stood still industrially for the past eight years. 

Mr. GARNER. I am glad the gentleman got more time 
for me. The gentleman says they only changed it a little. 
Do you know how much they changed it over the present law....:..._ 
the Hawley-Smoot bill over the Fordney-McCumber bill? Forty
three and fifteen one-hundredths per cent in the House, and 
34.62 per cent in the Fordney-McCumber bill. A difference of 
almost 9 per cent, and the gentleman said they did not increase 
it very much. 

Mr. ALDRICH. Will the gentleman yield? 
Mr. GARNER. I yield. 
Mr. ALDRICH. Has the gentleman the figures showing the 

difference between the Senate rates and the rates in the 
Fordney-McCumber bill? 

Mr. GARNER. Yes; I have them here and I will put them 
in the RECORD. 

Mr.-ALDRICH. Will the gentleman put those in the RECORD't
Mr. GARNER. Yes. And I also have those for the Under-

wood bill. 
Mr. STOBBS. Will the gentleman yield? 
Mr. GARNER. Certainly. 
Mr. STOBBS. Would the gentleman vote for an increase of 

200 per cent on wool waste, which the Senate put on? 
Mr. GARNER. No; I would not. I would not vote for any 

unreasonable rate. 
Mr. STOBBS, Then the gentleman agrees-
Mr. GARNER. I want to say to the gentleman from Massa

chusetts [Mr. STOBBS] that if I had carte blanche to write a 
tariff bill, I would write it for his section just the same as for 
mine. I would write it honestly, without regard to sections or 
industries of this country, giving adequate protection for Ameri
can labor and nothing more. [Applause.] 

That is the policy I would pursue if I had an opportunity to 
write a tarift bill. [Applause.] 
. I . complain about- the gentleman from Massachusetts and his 

section of the c-ountry because they have been practicing protec
tion at the expense of our people so long that they can not rea
lize what it means to do this to the other sections of the country, 
in the matter of the theory of protective tariff. It is no better 
illustrated than by the vote in the Senate on· one particular prob
lem. There is one particular gentleman in another body, known 
by all men as one of the greatest protectionists in America ; one 
of the most effective we have ever had in this country. When 
it came to protecting southern long-staple cotton, a clean _proposi
tion, where do we find the gentleman voting? We find him vot
ing to keep it on the free list. Doctor, you would not do that. 
You are more consistent and I may say a little more honest than 
that other statesman that I think of who would not practice 
what he preaches when it comes to voting a protective duty to 
southern products. 

Mr. STOBBS. Will the gentleman yield? 
Mr. GARNER. I yield. 
Mr. STOBBS. New England did not want any increase in the 

duty on wool waste, and the House did not put on any increase 
except one-half of 1 per cent, but there was an increase of 200 
per cent put on wool waste in the Senate, at the request of the 
woolgrowers of the South. 

1\Ir. GARNER. No. Massachusetts did not want a duty put 
on any raw material that it uses. That is the truth about it. 
You do not want a duty on anything that Massachusetts has to 
buy, but you want a duty on everything that l\IassachU8etts 
sells, do you not? 

Mr. STOB:BS. Yes. 

[On the next day the following proceedings occurred : · 
Mr. STOBBS. Mr. Speaker, I desire to correct the REOORD 

on page 5734, in the first column, where the gentleman from 
Texas [1\Ir. GARNER], in making a statement in reference to 
Massachusetts, the RECORD shows ' that I said " yes." As a 
matter of fact I made no reply. The RECoRD is in error in 
stating that there was an affirmative answer. on my part. 

Mr. GARNER. I a,gain refer· to the reporter's notes--they 
were not changed in this particular. I understand the explana
tion of this matter by the gentleman is that he did not answer 
but nodded his head, and the stenographer ·took it as "yes." 
The gentleman reflected what was in his mind at the time but 
did not come out and say so, but merely nodded his bead. 

Mr. STOBBS. The stenographer says that I did not say 
" yes " but nodded my head. I did not nod my head in ac
quiescence. My attention was temporarily diverted by a re
ma.rk addressed to me by a gentleman who sat beside me and I 
was not following further the remarks of the gentleman from 
Texas and did not actually hear his inquiry addressed to me 
and could not under the circumstances, and would not if I had 
heard the inquiry, have acquiesced or answered it affirmatively.] 

Mr. GARNER. Certainly. You are an honest, square fellow. 
You say that you want everything that you buy free and you 
want everything that you sell protected. That has been your 
custom for fifty or a hundred years. Now, when they begin to 
apply this policy of protection throughout the country Massa
chusetts has got to suffer, and as I said on the floor of this 
House in the discussion of this bill, if you will apply the pro
tective tariff theory honestly throughout the country, New Eng
land can not live economically. · She has got to come to free 
trade. No other thing can possibly save you if you apply the 
protective theory to all industries in every section of the country 
impartially. 

But you do not want that, and one of your spokesmen, sir, 
was bold enough, as you are now, to say before the Ways and 
Means Committee, that he understood the Republican position 
to be that you were for free raw materials and protected manu
factures. He said that was the Republican theory in Massa
chusetts, and he said that was the Republican theory throughout 
the country, and he is one of the high Republicans in your 
State. 

Mr. SCHAFER of Wisconsin. What is the Democratic theory 
in Massachusetts? Some of the 1·emarks of gentlemen from 
Massachusetts in another body wouid be rather interesting. 

1\Ir. GARNER. I do not yield to the gentleman from Wis
consin for the purpose of discussing somebody from Massa
chusetts. If he will take care of his own State, I am sure he, 
wili be doing pretty well. I doubt _if he is going to do it, how
ever. 

Mr. TREADWAY. Will the gentleman yield? 
Mr. GARNER. Yes. 
Mr. TREADWAY. I think the gentleman has misrepresented 

t;he attitude of Massachusetts and New England on the entire 
tariff issue, but we will debate that later. I do, however, want 
to ask the gentleman a distinct question, whom he was quoting 
as the authority o_n the tariff from Massachusetts when he said 
that any such evidence was· submitted as the gentleman from 
Texas has mentioned? 

Mr. GARNER. I think the man's name was Johnson. 
Mr. TREADWAY. Where is the evidence the gentleman 

from Texas is trying to give to the House? 
Mr. GARNER. It is in the hearings before the Ways Rnd 

Means Committee, sir. 
Mr. TREADWAY. Let us have it. 
Mr. GARNER. It 1s in the record, and the gentleman can 

look it up. 
Mr. TREADWAY. I do not think any evidence was given 

before the Ways and Means Committee which contained the 
statement the gentleman from Texas has made to the House 
as coming from a man from Massachusetts. If the gentleman 
bas the man's name, I would like to have it, because it is not 
true and we will refute it every day in the week. 

1\I~. GARNER. I did not want to be taken off on the question 
of testimony before the Ways and Means Committee. 

Mr. TREADWAY. I think I made a fair inquiry of the 
gentleman from Texas. 

Mr. GARNER. I will undertake to have 1.\.fr. Price look up 
that record, and get the names of these two men. I think one 
was from Massachusetts. 

Mr. TREADWAY. The gentleman is backing away a little 
bit now. 

Mr. -GARNER. They testified before the Ways and Means 
Committee and said it was their understanding that the Republi
can doctrine was free trade in raw materials and protection on 
manufactured articles. 
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1\Ir. TREADWAY. The gentleman is as wrong about the 

theory as he is about the testimony. We would like to have 
the evidence submitted, but I do not believe it exists. 

(Subsequently, Mr. GARNER received permission from the 
House to insert the following from the hearings of the Ways 
and Means Committee:) 
STATEMENT OF HJ:NRY M. CHANNING, REPRESENTING THE ATLANTIC GYPSUM 

PRODUCTS CO., BOSTON, MASS. 
(Including crude gypsum, par. 1643) 

Mr. CHANNING. Mr. Chairman, and gentlemen, I represent a very 
dill'erent angle from that presented by Mr. Avery, who speaks for a 
great national company. I speak for a New England effort, an ell'ort 
to put an industry into a section which is lacking in raw materials, 
and whose other industries are not doing any too well. 

I speak of an ell'ort to take a great plant in Portsmouth, N. H., idle 
for many years, and put into that plant a sound industry to meet the 
needs of a purely local New England market. 

We investigated the possibilities, and we found that gypsum prod
ucts were consumed to an extent in New England which justified the use 
of that property for gypsum. We investigated the possibilities of 
getting our raw materials from western New York, where these gentle
men are. We determined that, due to the freight rates and due to 20 
per cent of water in the crude gypsum, which is taken out by calcina
tion and preparation for market, we could not hope to compete in New 
England with those who manufacture the domestic rock at their doors. 
We looked up the tarill' laws, knowing that crude gypsum was on th8 
free list. We saw that it had been on the dutiable list for three suc
cessive Congresses, and then that a strong Republican protectionist 
Congress in 1922 put that crude gypsum on the free list. It put it 
there, gentlemen, for a purpose. That purpose we conceived was to 
promote the Republican policy of protection and encouragement of in
dustries where they could not get raw materials elsewhere, and to give 
us an opportunity to develop, for our own markets, our own manu· 
facturing industry. 

We followed our belief that we could rely on the policy of a strong 
protect1onist Congress to be continued by such a Congress. We acquired 
a plant in New York an<\, a plant in Chester, Pa., in order that we 
might get a large enough volume of rock consumption to enable us to 
hope to compete with the big companies, and we have invested a very 
large amount, purely of American capital, in what is purely an Ameri
can industry, and primarily a New England industry, built for that 
purpose. 

It is said that we have an advantage of many dollars per ton by 
reason of our cheap rock. It is said that we have refused to give figures. 
I gave the Undersecretary of the Treasury recently our costs of rock 
for· 1926 and 1927. 

I will say that we are a young company and our figures are not long 
and complete, except ili the plant we took over in New York. We have 
the Pennsylvania figures. Those figures on the rock pile at our plant 
have run from $2.80 to $3.88 a ton. 

That is considerably more than double what the crude material of the 
New York manufacturer costs him at his plaDt. 

We are going ahead and we are manufacturing in these three plants. 
We are standing heavY losses every month we continue at these prices; 
and, gentlemen, if you change your protectionist policy of giving New 
England, without raw materials, a chance to develop its markets you 
destroy an industry with a splendid prospect for us and we are through. 

Our ell'ort again bas been an ell'ort to make New England independ
ent i to give her a chance to develop her own markets, where raw 
materials can not be obtained from other sources in competition with 
those other sources. You take away and destroy our manufacture in 
New England in order that you ·may give both the mining and manu
facturing to western New York State. 

We ask you gentlemen to continue, if you will, your established Re
publican policy of protection of this industry, where we have followed 
your lead and done our best to build it up. 

There were a number of what I conceived to be radical misstate
ments in the picture presented by the other side, but I take it that I 
can confer with my associates and file with you such facts in ·written 
form as I choose, so I will not go into a refutation of what he has 
said. 

I have covered in somewhat briefer form than I wanted to the essen
tials. 

I have these gentlemen here with me so that I may answer any 
questions you desire to ask. 

Mr. TREADWAY. Did I understand you to say that th~ dill'erence 
between you and the last witness in effect was that he wanted to get 
the benefit both of the local product-mining the gypsum, and a duty 
on the imported gypsum, whereas in the case of your company, your 
company mines in this country all the gypsum? 

Mr. CHANNING. Oh, no. On the contrary, I said that we were landed 
with this big plant at Portsmouth, which had been in disuse for a 
great many years, and in our effort to find a sound industry we could 
put there for a market for New England consumption which seem~ to be 

in that :field, we investigated the sources of supply. W~ found that tile 
western New York manufacturer, with his material at his door, could 
come into New England and beat us at the game, because i1' we bought 
our rock or mined it in western New York, we should have to carry 20 
per cent of water with our crude gypsum. Then we should have to 
ship a part of ft back toward western New York. So that the absorp
tion of freight on the water, plus absorption of our freight rates going 
back toward him, would kill us, and that our only hope in that line 
was to take advantage of the Nova Scotia rock which was at that time 
on the free list, having been placed there by a Congress, as we under
stood, for a protectionist measure, and from reading the record it 
appears that it was to protect this group of domestic. manufacturers 
who had been on the seaboard for many years and who had been having 
a hard time. 

One of the gypsum plants we took in Pennsylvania was out of pro
duction from 1916, I think, until 1926. They have been unable, with 
this rock, to make any progress there. 

Mr. TREADWAY. Is your New Hampshire plant running sucoessfully 
now? 

Mr. CHANNING. It is running very successfully, sir, but the prices are 
such that, as I say, we have to absorb very heavY losses every month 
we are operating. It is not a quertion of our standing a tarill'. We are 
running heavily under water. Every ton that we put out means a loss, 
due to this price condition which is countrywide. .A.s Mr. Avery said, 
we are in the way. 

Mr. TREADWAY. Do you agree with him that the production over
supplies the demand at the present time? 

Mr. CHANNING. Absolutely. 
Mr. WATSON. Do I understand that you and your associates are 

entirely satisfied with paragraph 205 · as it is now written? 
Mr. CHANNING. Is that the paragraph that crude gypsum is on the 

free list? 
Mr. WATSON. One dollar and forty cents per ton. 
Mr. CHANNING. The $1.40 per ton duty bas kept practically any sub

stantial amount of manufactured gypsum or gypsum products from 
coming in. There is a certain amount, but not a serious amount. 

Mr. WATSON. I thought I understood you were satisfied with the tari1r 
as written in paragraph 205. 

Mr. CHANNING. As I say, we have not found any necessity for increas
ing the tarill' on the manufactures of gypsum. 

Mr. WATSON. But you are satisfied with it as it is? 
Mr. CHANNING. Yes, sir. Crude gypsum, which we are interested in, 

is on the free list. We are interested in having the law stay as it is. 
Mr. WATSON. Then you are satisfied? 
Mr. CHANNING. Yes. We have no objection to the tarill' on manu

factures of gypsum being increased if you think you ought to, but 
our position is that we would rather let well enough alone. 

Mr. CHINDBLOM. Mi. Chairman, the gentleman :first mentioned Ports
mouth, N. H., and did not follow that up. 

Have you a plant at Portsmouth, N. H.? 
Mr. CHANNING. We. have a large operating plant and a plant in 

which we hope to develop other lines of building materials which 
have their market in New England, our theory being that there are 
certain heavy commodities which New England uses a lot of that are 
not now being made there. 

Mr. CHINDBLOM. Do you use Portsmouth as a port of entry? 
Mr. CHANNING. We use Portsmouth as a port of entry. 
Mr. GARNER. Mr. Channing, if I understand you, you made this 

investigation and started these three plants--'-one in New York, one 
in New Hampshire, and one in Pennsylvania-upon the theory that 
the New England idea of protection would continue to prevail, and 
that they would give you raw material free and give you protection 
on your manufactured article? 

Mr. CHANNING. Yes, sir. 
Mr. GARNER. That is the Republican position, as you understand itt 
Mr. CHANNING. I understood that that was the position in 1922, 

and that it was so t<Hiay where industries which bad been built up 
on the faith of that protection could not get their raw materials 
elsewhere and continue to live. 

Mr. GARNER. In other words, if New England could continue to get 
the products of the mines and the farms and the ranches free and 
at the same time have protection, she could continue her development 
and be superior :financially, as she has in the past? 

Mr. CHANNING. Well, I think there is a great distinction, Mr. GARNER, 
between getting raw materials for our own local New England con
sumption and where we are manufacturing in New England, and then 
spreading things out through the country. 

Mr. GARNER. Well, I say, you want free raw material for New 
England purposes, regardless of what effect it may have on the bal
ance of the country? 

Mr. CHANNING. No. 
Mr. GARNER. Well, undoubtedly the protection or gypsum would be 

beneficial t<l that product in this country. Now, it is not produced in 
New England, and you are opposed to giving any protection to the 
balance . of the country ln order that New England may develop its 
industry. 
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Mr. CHANNING. The only part of the country that is affected, I am 

very sure, Mr. GARNER, or would be, no matter what tariff you put on, 
is wha t Mr. Avery described as this li t tle 30-mile area, these four or 
five big cities right on the coast that have had that industry for a 
hundred years . 

Mr. GARNER. Is your Pennsylvania plant now located so that it just 
supplies the local mar ket there in Pennsylvania? 

Mr. CHANNING. That is all That is all it does for us. Still, it might 
come t o Baltimore and possibly to Washington, but right along on these 
coast cities. We can not get in against freight rates against the in
terior plants. There are plants in Virginia. There are two of them. 

Mr. GARNER .. You may not get the viewpoint, but it seems a little 
strange to the fellow living in the Middle West or the South or the West, 
I might say, that we must pursue a · policy of giving protection to New 
England and giving them all of their raw material free, and not giving 
protection to that country that produces the raw material. We can not 
understand that. Of course, I never heard it declared before that that 
was tl¥! Republican policy. I understood it was the Republican policy 
in New England, but you are the first one I ever heard declare that it 
was the Republican policy. · 

The CHAIRMAN. The Chair will have to rule against political debate. 
Mr. GARNER. Well, the gentleman said the reason he made this inves

tigation was because be understood it was the Republican policy to give 
free raw material and protection to the manufactured article. 

Mr. CHANNING. Free crude gypsum. They took gypsum off in 1922, 
from the tari.tT list, where the Democrats bad keep it, and they only 
did that for a purpose, Mr. GARNER, and that purpose was to help the 
established gypsum mills on the coast that could not get their raw mate
rial anywhere else. 

Mr. GARNER. The 1913 act had a duty on gypsum. 
Mr. CHANNING. Yes. Tha was a Democratic Congress. 

Mr. GARNER. Extract from statement of J. Franklin Mc
Elwain, Boston, Mass., repreSenting the National Boot & Shoe 
Manufacturers' Association-page 8704, tariff hearings, 1929: 

Mr. RAMSEYER. Now, you a.re asking a duty of 25 per cent on all 
sboes? 

Mr. MCELWAIN. Yes, sir. 
Mr. RAMSEYER. And boots? 
Mr. McELWAIN. Yes, sir. 
Mr. RAMSEYER. .And you are asking for free trade in bides? 
Mr. McELWAIN. Yes, sir. 

I also call the attention of the gentleman from Massachu
setts [Mr. TREADWAY] to the statement made by his Massachu
setts colleague [Mr. SroBBS] in answer to question asked by me 
to-day as to the kind of a tariff Massachusetts desires. 

Manufactures of cotton: There has been a Senate reduc
tion of 5.43 per cent, which is 12 per cent of the House rate. 
I would like to vote for that. I would like to have an oppor
tunity to vote for it, and there is nearly as much cotton manu· 
factured in the South now as there is in New England. I would 
like to vote for that, regardless of how my friend from North 
Carolina [Mr. KERR] may stand on it, the gentleman from Mas-
sachusetts, or anyone else. · 

I have examined the schedule, and I know in my own mind 
that the rates put in the House bill are indefensibly too high. 
They have been reduced in the Senate, and I would like to get 
a chance to vote for it. Would you not like to get a chance to 
vote for it? I · think you would. ' 

Flax, hemp, jute, and manufactures thereof reduced 1.1 per 
cent of the House rate. Well, I am sure that makes very little 
difference, but I certainly would vote for th~t reduction. Wool 
and manufactures of wool, 1.6 per cent of the House rates. 
I surely would want to vote for that, although I come from a 
wool-producing State. Are you willing to go on record and 
say you want to vote for it? I am willing to take my political 
life in my hands, if necessary, and vote for a, reduction, which 
I think ought to be placed in this bill. 

I stated on the floor of the House before if you would let 
me write every rate, every line in the bill, with the flexible pro
vision in the bill, I would not vote for it. That settles that, 
and whatever the· rates may have been I am willing to take 
the penalty. 

I want to vote to reduce that woolen schedule, as the Senate 
has done. 

Manufactures of silk, a reduction of 3lh per cent of the House 
rate. I would like to vote for that. 

Manufactures of rayon. Now, I do not know much about 
the rayon schedule, and I doubt if anyone else does, because, 
if you will remember, it is a new schedule, and only experts can 
tell anything about it, and besides it is a new industry. 

I would not say I would not vote for the Senate raw, raising 
it 59 per cent, which is 1.1 per cent of the House rates, if I 
thought it advisable, and I say frankly I do not know. 

Paper and books. A reduction bas been made in the Senate, 
I would like to vote for that. 

Now, here is the most important part of the bill so far 
as the rates are concerned. I refer to the schedule r elat
ing to sundries. You will r emember a long list of sun
dries. There are amendments running up into scores and 
scores, applying to particular items. They have reduced them 
7.68 per cent, which is 26 per cent of the House rate. You get 
a reduction on sundries of 26 per cent, and I want to vote for it. 
What would you do about it? You ought to examine it. You 
ought to see about it. You ought to vote for an opportunity to 
look into it and have an opportunity to consider it. 

I am only appealing to your conacience,· your duty as men in 
the American Congress selected by great constituencies. Why 
do you not take the responsibility and undertake to consider 
these schedules and vote on them en bloc? It can be done with
out any great inconvenience. It can be done without delay. In 
fact, it will facilitate the passage of this bill. Why do you not 
do it? 

I have asked that question and the answer is, because they 
did not pass the Wilson bill in that way or the Underwood bill 
in that way. That is the only reason that has been given this 
morning. I thought when his highness, the Speaker, came 
down he had come to answer that. I thought he might be able 
to give some reason which would be different from that given 
by others. I wondered whether he had any other reason as to 
why we should not consider these schedules one at a time, but 
I doubt if I will ever get any answer to that. 

Mr. Speaker, there are the comparisons, and it is up to you 
gentlemen. I knew this morning that question would be asked 
me and I discussed it. It was discussed by Senator CoNNALLY 
and some other gentlemen whose judgment I respect very 
much, the matter of what is the duty of a Democrat. Now, 
ToM CoNNALLY is a partisan, but he is patriotic, and all he 
wants to do is to take care of the best interests of this country, 
and that is what I want to do. 

Suppose you did adopt all these rates that are put in? Then 
here is the query that comes to me: What is my duty? 

You brought this bill back here and you considered these • 
amendments en bloc; you voted for the amendments I thought 
you ought to vote for, you voted agA.inst the amendment I 
thought you ought to vote against, so the Senate bill is per
fected so far as I can perfect it. What is my duty? It is a 
very serious question. 

This question is not so serious from a Republican standpoint. 
Party organization, party activity, might very well cause one to 
excuse himself and say, "I am going along with my party." 
It is a little different with one on the Democratic side. 

You have on the statute books at the present time a law that 
has been denounced by every Democrat from every stump in 
the United States for the past eight years. You have never 
heard a good word come ·from Democr~tic lips for the Fordney
McCumber law, the most execrably drawn law that was ever put 
on the statute books of this country. It treated agriculture 
worse than any bill tbat was ever drawn. So we have de
nounced it. 

The Democratic Party promised, the Republican Party prom
ised-we all promised as far as we could-to relieve agriculture 
in every possible way. 

Now, when it comes down to the final analysis, what is my 
duty when agricultural rates have been increased, when indus
trial rates have been increased, the flexible provision has been 
removed, debentu.re is in the bill? What is my duty? Leave 
the present law with flexibility in the hands of the President, 
with agriculture not taken care of, or to vote to substitute 
another law? 

I know this much: I " want an opportunity to vote on these 
provisions, and I do not like to cross a bridge before I get to 
it. I do not believe if you send this bill to conference it will 
come out anything like I have described. I know I could not 
vote for it then; but if it were put up to me at this moment 
as to what I should do if they permitted me to perfect the 
Senate bill as I have suggested, my judgment is I would vote 
for it and displace the present law. 

·The Senate's change as to the flexible provision alone is 
worth the price. Taking away from the President of the United 
States the right to make laws is worth the price, especially 
when the new flexible provision says that Congress shall con
sider the tariff bill in the future by paragraphs or by schedules. 
I think I would take it, if they would give me the Senate bill 
as it is to-day. Of course, I do not know what it will be to
morrow; but with these percentages, in my judgment, it would 
be a fairer and a more nearly just law, and then in the future 
Congress, with its right to legislate once. more restored, ~ould 
amend it and · adopt rates according to what they believe they 
ought to be. · Unquestionably, this would be a better policy 
than · the ·present law, giving to the President of the United 
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States the power to write the law and in~rease or decrease rates 
50 per cent. 

:Mr. TREADWAY. Will the gentleman yield once more? 
Mr. GARNER. I yield. 
Mr: TREADWAY. I would like to ask the gentleman if he 

prefers--! assume he does from what he says--the Senate 
provision with respect to the flexible tariff feature to either 
the House provision or the present law? 

Mr. GARNER. I do. 
Mr. TREADWAY. I am pleased to know that. 
Mr. GARNER. And every other patriotic man, with all due 

deference to them, who has given t.be question consideration 
in connection with our form of government, believes the same 
way. You know, and every one else except the "me too men" 
knows, that for Congress to surrender its power to legislate 
with regard to levying taxes is vital and ought never to be 
done. 

Therefore I say I would support it; and let me teJI you, 
further, that if you would let me write the rates, write every 
line in this bill, and then ask me to surrender to the President 
of the United States the right to levy taxes in the future, I 
would say that the price is too great to secure justice in the 
matter of rates and then surrender the very heart of this 
Government with respect to a matter of policy. l would not do 
it. This is one thing that ,appeals to me so strongly in the 
Senate bill. We have the opportunity to take the flexible 
provision out of the present law and restore this power to the 
people, through the Congress, which power is now lodged in 
the President of the United States. 

Mr. HASTINGS. Will the gentleman yield? 
Mr. GARNER. Yes. 
Mr. HASTINGS. Would it not be just as logical to surrender 

our right or power to make appropriations as. to surrender the 
right or power to say what the tariff duties shall be? 

Mr. GARNER. More, so, sir; very much more so. 
Mr. Speaker, I am not telling a]lything out of school in 

making this statement, and the President can deny it if he 
wants to, or someone for him ; but when this bill pass.ed the 
Bouse of Representatives certain gentlemen-Members of the 
Bouse of Representatives-were visiting with the President of 
the United States, and they were telling him they did not see 
how they could defend themselves in voting for these large 
increases in industlial rates, and the President is reputed to 
have said, "Go home and tell your people that is all right; the · 
President is going to use the flexible provision in the bill to : 
correct such conditions." · I do not know that this was his exact 
language, but at least, sir, it is reputed that that is what he 
stated you could tell your folks when you went home "These 
rates are indefensible ; I realize they are too high, but ·we 
have a wise and patriotic President and he has the power under 
the bill to reduce them or to increase them and you C'ail 
make them all happy in t~is way." 

But, my friends, this was at a time last summer when 
Hoover's sun was shining. Its glory blazed and blinded every
thing, but to-day, sir, if you went back home and told the folks 
that, you would find that the mist is there~ The clouds have 
come and just how long they are going to remain before there 
comes complete darkness in your administration is only a ques
tion of time in my opinion. 

Mr. BARBOUR. Will the gentleman yield? 
l\Ir. GARNER. I yield. 
Mr. BARBOUR. Do I understand the gentleman to say that 

the President made that statement to me? 
Mr. GARNER. No; I was looking at the gentleman, but I 

did not say that the President made that statement to him. I 
might reply by asking the gentleman from California if he ever 
talked with the President on that question, and what he said. 

Mr. BARBOUR. I never talked with the President about it. 
Mr. GARNER. I thought I might get that information while 

I had the witness on the s tand. [Laughter.] 
Mr. LEAVITT. Will the gentleman yield? 
Mr. GARNER. Yes. 
Mr. LEAVITT. Did the gentleman support the Underwood 

bill, which put everything Montana produced on the free list? 
Mr. GARNER. Now there is the Underwood bill again; you 

can not get away from it. 
Mr. LEAVITT. The gentleman supported that bill. 
Mr. GARNER. Yes; I will put it in the RECORD that I helped 

to draw it. It was stated on the floor of the Bouse that I got 
protection in it; I have been charged with that, and therefore 

. I am a protectionist. 
Mr. Speaker, I wish this House would maintain itself; rein

state itself, in the eyes of the people of this country. I wish 
we could retain it throughout the country by giving some intel
ligent consideration to important- legislation like this. Do not 
you know that the col,;Ultry would commend us if we gave intel-

ligent, serious consideration to this bill rather than indorsing 
it in the hands of conferees and without any consideration by 
the House of Representatives? We never have had a chance 
to consider it. My fiiend from Ohio, Mr. MURPHY, was help
less; he did not get a chance to offer his amendments. He 
had many amendments that he wanted to offer, ~nd others . 
might have had amendments. 

The bill went to the Senate, where it was amended in 1,500 or 
2,000 items. I do not want to have them considered in detail, 
but to consider them en bloc, schedule by schedule, 10 minutes or 
30 minutes, or whatever time you want on each schedule, will be 
acceptable to me. Why do not you do that? Why not have the 
consciousness of voting your own way and giving some consid
eration to the most important piece of legislation that will be 
passed by the Congress at this or any other session? 

Mr. Speaker, I am putting into the RECORD this data that I 
have referred to, with a view of you gentlemen on the l{epub
lican side getting the information, if you desire it. When the 
bill comes over here from the Senate, I hope the Speaker and 
the chairman of the Committee on Rules [Mr. SNELL], and the 
majority leader [Mr. TILsoN], who is now ill in a hospital we 
are sorry to say, will get together with the steering committee 
and give the House an opportunity to express itself. Give me 
an opportunity to go on record for protection, if you want to. 
I would rather vote my own conscience, my own judgment, exer
cise my own patriotic viewpoint and stay at home than to sit in 
my seat and be so cowardly and negligent of my duty to my 
country as not to take the responsibility of voting on the most 
important piece of economic legislation that will come before 
this country. I am very much obliged for the extension of this 
time. [Applause.] 

Mr. CROWTHER. Mr. Speaker, I ask unanimous consent 
to address the House for 10 minutes. 

The SPEAKER pro tempore (Mr. LuCE). The gentleman 
from New York asks unanimous consent to address the Bouse 
for 10 minutes. Is there objection? 

Mr. BACHARACH. Reserving the right to object, and I 
shall not do so, the chairman of the Committee on Ways and 
Means has 30 minutes this morning. Would not the gentleman 
rather defer until after he has finished? 

:Mr. CROWTHER. Oh, certainly. 
Mr. HAWLEY. I have no objection to the gentleman pro

ceeding at ·this time. 
The SPEAKER pro tempore. Is there objection to the re. 

quest of the gentleman from New York? 
There was no objection. 
Mr. CROWTHER. Mr. Speaker and ladies and gentlemen 

of the House, of course we have all been interested in this wildly 
impassioned plea of the gentleman from Texas [Mr. GARNER] 
regarding an opportunity that should be presented for votes on 
the several schedules of the tariff bill. Of course, the idea is 
new and it is something that has never been done before ! The 
gentieman from Texas, of course, had an opportunity in yeru·s 
gone by-though he ·does not want ancient history referred to-
to present this sort of a program ; but then he was as silent as 
the grave. He then was a "me-too" Member; but he does not 
want anything said about that. 

The gentleman characterized the Fordney-McCumber bill as 
the worst measure ever drawn for agriculture. Be says that 
none of us will say that it was a good bill. I will say it was a 
good bill, the best on~ ever wlitten up to this good hour; and 
let me say this to the gentleman from Texas, that agriculture 
had everything in that bill that it desired when the bill was 
written. Agriculture at that time thought that it was a good 
bill. Events as they happened in the passing of time proved 
that there were weak spots in it; many of which were improved 
by action under the flexible provision, and others we have tried 
to remedy in the Hawley bill as it passed the House. The fact 
of the matter is that the attitude of the gentleman here and his 
speech is nothing more or less than an attempt to bolster up 
and try to strengthen the coalition that he would like to form in 
the House here, which has been a matter of open invitation for 
some time. He craves to have some pseudo Republicans on our 
side join with the regular Democrats in· a coalition to defeat 
the purpose of the protective tariff. 

In Collier's Weekly a few weeks ago Uncle Henry, a well-known 
character, was discussing with Mr. Stubbs, " What is a pseudo 
Republican? " Uncle Henry said : 

Mr. Stubbs, he is e. kind of quadrennial plant, one that blooms every 
four years, and somet imes the blooms are not very much to look at • 
He is a Republican every four years at election time, when he is a 
candidate, and he performs all through the campaign like a trained 
seal, lies lovingly at the feet of his master, looking at him with seal
brown eyes, waiting tor the piece of dried fish to be thrown to him ; but 
after the election is over and the Republican Party endeavors to legis-



5738 CONGRESSIONAL RECORD-HOUSE 1\fARCH 20 
late on some of its fundamental policies and revise the tariff, then the 
pseudo Republican with a wild scream of anguish and a long wail of 
despair sinks his teeth into the President's hind leg so deep that it takes 
a tractor to draw them out. 

[Laughter.] 
That is a fair description of a pseudo Republican. I do not 

believe that we have in this body many of that type, and the 
gentleman from Texas [Mr. GARNER] is still scouting for re
cruits to his widely advertised combination. I think to-day 
if one were to write an up-to-date sign and hang it on the door 
of Leader GARNER it would read in this way: "One coalition 
for sale, slightly damaged ; no .reasonable offer refused. Apply 
to JAoK GARNE&, minority leader's room." [Laughter.] 

The gentleman from Texas [Mr. GARNER] speaks of his dis
tinguished, patriotic colleague in the other body, formerly a 
Member of this house, and I recall that he and his colleague 
both supported the amendment for a duty on oil. I congratu
late him on having seen the light, for he persistently attacked 
the protective-tariff policy on this floor. 

Mr. SCHAFER of Wisconsin. Mr. Speaker, will the gentle· 
man yield? 

Mr. CROWTHER. Yes. 
1\Ir. SCHAFER of Wisconsin. They also voted to increase 

the duty on antimony to protect Cooksen & Co., a British aon
cern, which indicated that they were going to erect an anti
mony smelter in Texas and smelt ore from their Mexican mines. 

Mr. CROWTHER. If they employed American labor, I 
would not be disturbed about that, because I welcome even a 
gesture on the part of any of the gentlemen from Texas in 
favor of the protective-tariff policy. The Democratic Party 
made a strong declaration last year regarding the protective 
tariff. One hundred and eighteen of you gentlemen answered 
the telegram that was sent out by Mr. Raskob, and there has 
never been but one man who had the intestinal fortitude to 
stand on the floor here and say that he did answer the tele· 
gram and that he agreed with that policy. 

Twenty-four of the distinguished Members at the other 
end of the Capitol answered that telegram, and you declared 
to the people of this country that business no longer had any
thing to fear from the Democratic Party, that you were pro
tectionists, and that the measure of duty and its allocation 
should be in relation to the difference in the cost of production 
between this and foreign countries. What better statement 
could you have made indicative of your new faith to the 
American people? Now it develops that it was mere lip service, 
that you did not intend to do anything along that line at all. 
Where are all the pseudo-protectionists of Democratic faith 
who shouted so loudly for protective tariff during the last 
presidential campaign? Where are the 90 per cent of the 
Democratic candidates for Congress, who John J. Raskob 
claimed had answered his telegram affirmatively in behalf of 
a protective tariff? Where are the Democrats who subscribed 
to their party platform, which declared that tariff rates should 
equal the difference in production costs between the United 
States and foreign countries? Echo answers "Where?" 

HOPE OF SUCCESS 

Evidently their declaration of a new-found faith was merely 
for political purposes and in hope of success at the polls. 
Out of all that shouting and qeclaration there has emerged 
not a new group of Democratic protectiqnists but a straggling 
band of sharpshooters, sniping from the old Democratic am
bush labeled " Tariff for revenue only." The citizens of these 
United States were right in their conclusions that our Demo
cratic brethren were not converted by either Mr. Smith's 
declaration or 1\fr. Raskob's telegram. 

The indications are very clear in that respect at the other end 
of the Capitol, and we find this coalition of pseudo-Republicans 
lined up with the Democrats for the purpose of defeating and 
hamstringing at every opportunity the policy of a protective 
tariff. 

The gentleman from Texas [Mr. GARNER] says with ardent 
emotion that if we would let him write the bill and let him 
take out the flexible clause, and if we would let him take out 
something else and put in something else, be would vote for the 
bill. Always, you will observe, there is a big "if" in the prom
ise as to the gentleman's action. We had twenty-odd Democrats 
who supported the bill when it left the House, and I congratu
late them, in having the courage of their convictions and in 
endeavoring to help put into forc-e the tariff platform their party 
ran on in 1928. 

Now, this flexible clause is a most necessary factor. The gen
tleman says we are yielding our constitutional authority when 
we allow this change of rates to be made by the President. 
That very question was passed upon by the Supreme Court of 

the United States, and I think the decisions of the Supreme 
Court of the United States are still regarded with a considerable 
degree of favor by the average citizenry of this country of ours. 
[Applause.] What harm has been done heretofore by the Presi
dent in increasing agricultural rates on the recommendations of 
the Tariff Commission? They have proved beneficial to agri
culture; every one of them has proved beneficial to agriculture. 
The flexible clause has a stabilizing influence that will take 
care of business in this country of ours in the intervals between 
formal revisions of the tariff. 

There has been much misinformation spread abroad in the 
discussion of the tariff. · The pages of the CoNGRESSION .A.L 

REcORD have been filled with most extraordinary statements 
concerning the cost of the tariff to the consumer under the pro
posed bill. Those figures have no basis in logic or truth. The 
independent oil producers asked for a dollar a barrel tariff on 
the 109,000,000 of barrels of oil brought into this country from 
foreign countries, and a distinguished Senator said that that 
would cost the people of the United States $900,000,000. 

This is the method used by the so-called Fair Trade League, 
which should be called -the Free Trade League. The duty asked 
on oil was· $1 per barrel, and the importations are 109,000,000 
barrels. The domestic production is 900,000,000 barrels, so they 
add $1 per barrel to the domestic production and "presto," the 
result is according to this method of figuring that the cost to 
the consumers will be $900,000,000. This sort of arithmetical 
gymnastics is about the sort of thing you would expect to find 
in the tax return of the Fresh Air Taxicab Co. Incorpulated, 
as submitted by Amos 'n' Andy. 

There has not been presented the slightest evidence that any 
rate in the Fordney-McCumber tariff bill during its eight years 
of service has added a penny to the consumer's cost of any com
modity covered by the schedules in that bill. On the other 
hand, we have many items carrying duties under the act of 
1922 where there has been an actual decrease in cost to the 
consumer. 

Mr. RANKIN. Mr. Speaker, will the gentleman yield? 
Mr. CROWTHER. Yes. 
Mr. RANKIN. The gentleman says that the flexible tariff ig 

to increase the selling price of commodities in this country? 
Mr. CROWTHER. I did not say that. 
Mr. RANKIN. Then I misunderstood the gentleman. 
Mr. CROWTHER. I am sure the gentleman from Mississippi 

does not desire to misquote me. 
Mr. RANKIN rose. 
Mr. SANDLIN. Mr. Speaker, a parliamentary inquiry. 
The SPEAKER pro tempore. The gentleman will state it. 
1\Ir. SANDLIN. Is it not a fact that under the special order 

the gentleman from Louisiana [Mr. MoNTET] is to have 20 
minutes? 

The SPEAKER pro tempore. Yes. -
PERMISSION TO ADDRESS THE HOUSE 

l\Ir. RANKIN. l\Ir. Speaker, I ask unanimous consent to pro
ceed-for 10 minutes. 

l\1r. SNELL. Mr. Speaker, I shall have to object to any more 
requests to speak. 

Mr. RAMSEYER rose. 
The SPEAKER pro tempore. For what purpose does the gen

tleman from Iowa rise? 
Mr. RAMSEYER. I rise to ask unanimous consent for time, 

not to-day, but later, in which to discuss a paper that I prepared 
last fall while I was waiting for the House to reconvene; a 
paper to which I devoted considerable research and study, on 
the subject The Politics of Tariff Making. It is a study of 
tariff making over the last 55 years. 

I have listened to the speeches on the tariff this morning and 
I wnnt the Members of the House to know that I was distressed 
at the hilarity which at times was manifested here in the dis
cussion of the most serious and profound problem that is before 
this Congress. So far as I am concerned the tariff bill is not 
going to be laughed into conference or laughed through confer
ence. 

In this paper on The Politics of 'f.ariff Making I discuss 
some practices which to my mind have retarded rational and 
scientific tariff making. Pf!rt of the discussion is on the origin 
of and responsibility for the practice of excluding minority 
members of the Ways and 1\feans Committee from participation 
in writing tariff bills. 

The SPEAKER pro tempore. The gentleman will please 
state his request. 

Mr. RAMSEYER. Well, for the purpose of discussing what 
is in the paper I have referred to, I ask unanimous consent 
that, on Saturday, after the reading of the Journal and the 
disposition of m~tter~ oq the Speaker's table, I may have one 
hour. 
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· The SPEAKER pro tempore. The gentleman from Iowa asks 
unanimous consent that, on Saturday, after the reading of the 
Journal and the disposal of matters on the Speaker's table, he 
may address the House for one hour. Is there objection? 

Mr. SNELL. I suggest to the gentleman that opportunity 
will be given in general debate. 

Mr. MAPES. Reserving the right to object, Mr. Speaker, I 
do not like to object to the request of the gentleman from Iowa, 
but it seems to me that until the legislation now pending before 
the House is completed we ought not to grant any more unani
mous-consent requests for time. It may be that the pending 
legislation will be through by Saturday. That may be possible. 
And it may be that it will not. I suggest that the gentleman 
ask for time later. 

Mr. RAMSEYER. I would like to have a definite and certain 
time. · We have taken two hours this morning in the discussion 
of the tariff. The gentleman from New York [Mr. CROWTHER] 
in his speech indulged in reflections on the tariff views of the 
Northwest. 

Mr. :MAPES. If the gentleman will amend his request to 
some time next week, I will not object. 

Mr. RAMSEYER. Very well; then I will amend my request 1 

and ask unanimous consent to address the House on Monday 
next. 

The SPEAKER pro tempore. The request of the gentleman is 
modified to ask unanimous consent to address the House for 

· one hour on Monday next. Is there objection? 
There was no objection. 

ADDRESS OF HON. JAMES G. STRONG OF KANSAS 

Mr. COLE. Mr. Speaker, I ask unanimous consent to extend 
my remarks in the RECORD and include therein an address on 
farm relief made by Bon. JAMES G. STRONG over the radio. 

The SPEAKER pro tempore. Is there objection to the re
quest of the gentleman f1·om Iowa [Mr. CoLE]? 

There was no objection. 
Mr. COLE. 1\fr. Speaker, under leave to extend my remarks 

in the RECORD, I include an address delivered by Bon. JAMES G. 
STRONG of\Kansas on A Square Deal for Agriculture, delivered 
over the National Broadcasting hook-up, Wednesday, March 19, 
1930. 

The address is as follows : 
A SQUARE DEAL FO~ AGRICULTURE 

The unfair treatment given the· farmers that produce the food of 
the Nation, before, during, and after the World War, brought disaster 
to the agricultural industry which for nine years the Government has 
been trying to overcome and correct. . 

I will refer to these wrongs briefly : 
First, the Underwood tariff bill of 1913, passed under the Wilson 

administration, placed farm . products upon the free list. The 
seriousness of this wrong to agriculture did not become fully appar
ent until after the World War for the reason that the starting of 
wat· in Europe in 1914 brought war prices and prevented the ship
ment of agricultural products into this country, and delayed until 
the war was over the floodioi of our markets with such products from 
other countries. 

Second, by Governmental action during the war a limitation was 
placed upon prices of food products, which prevented farmers receiving 
the full benefit of war prices, while they had to pay highly inflated 

. prices for everything they purchased from other industries, on which 
no price limitations were set. 

Third, during the war Government representatives appealed to the 
patriotism of the farmers and urged them to increase their production 
in order that not only our Nation, with the 4,000,000 men that had 
been called to the " colors," would have an ample supply of food, but 
that our allies might also be properly f ed. The farmers were told 
that while our young men could fight and win battles, food would 
eventually win the war. This caused the farmers to broaden and 
extend their activities and increase their production, forcing them 
to extend their credit in order to do so. 

When the war came suddenly to an end they were in debt. Soon 
their loans were called and they were forced to sacrifice their grain 
and stock upon a deflated market. 

Fourth. After the war this Nation had the only cash market in the 
world and food products of other nations were shipped here, duty 
free. Butter from Norway, Denmark, and Sweden supplied the cities 
on our eastern coast ; eggs by the shipload from China came in 
through our western harbors; wheat, milk, cream, cheese, chickens, and 
turkeys were shipped in from Canada ; sheep and wool from Australia ; 
corn and cattle from Argentina ; our markets were flooded with such 
products and agriculture was in distress. 

Fifth. In 1920 came the deflation which caused a million farmers to 
lose their farms and the entire industry was prostrated. 

I ~ealize that other industries also suffered from the deflation that 
followed the war, but they were better organized and through trade 

agreements and credit they were able to secure from money centers, 
did not suffer in comparison with agriculture. 

These unfair conditions that I have mentioned so demoralized agri
culture that Congress has sought by legislation to repair the wrong 
that had been done and to restore prosperity to this great industry. 

In 1920 the farmers' emergency tariff bill, restoring tariff protection 
to agricultural products was passed by Congress but was vetoed by 
President Wilson. 

In 1921 the same tariff relief for agriculture was again passed by 
Congress and was signed by President Harding. 

The Federal farm loan system was improved and broadened to enable 
the farmers to secure loans upon their lands at reasonable rates of 
interest. 

The 12 intermediate credit banks were established in order that 
short-time loans of 1 to 3 years could be made on agricultural products. 

In all, over 30 laws have been passed to try to restore agriculture 
as a profitable industry, but though agricultural prices and conditions 
were greatly improved, agriculture, through being compelled to pay high 
prices for its needs, while farm products did not bring a fair return, 
failed to regain that prosperity which other industries enjoyed. 

The hardest problem to solve has been ·that of maintaining compen
satory prices on agricultural products produced in excess of American 
consumption, which had to be sold on the world market and through 
improper marketing forced down the American price below the cost of 
production. -

Various plans were proposed, one being the buying up of such surPlUs 
by a Government agency and selling the same upon a world market 
wh~le maintaining a higher and compensatory price in this country. An 
amount was to be deducted from the price paid every producer in pro· 
portion to the amount of the product produced in order to create a 
fund to equal the loss between the American price, and that proportion 
of the product sold on the world market. This proposal was carried in 
a bill introduced in the Sixty-ninth Congress. 

In the Seventieth Congress it was greatly improved and the amount 
to be collected from the producer became known as the equalization 
fee. It was a plan whereby the Government was to enforce cooperative 
marketing by the producers, collecting the equalization fee on all prod
ucts so marketed. There was much dispute as to whether or not such 
a plan could be enforced under our Constitution, and constitutional 
lawyers were divided in their opinion, many holding that our Constitu
tion would not permit the Government to force American producers to 
pay this fee. Other provisions of this proposed legislation were similar 
to the present law passed during the special session of this Congress. 
I, with a majority of the Members of the House and Senate, voted for 
such legislation, but it was vetoed by President Coolidge. 

A plan to pay to exporters of agricultural products an amount equal 
to one-half of the tariff was also suggested. Objections were made, 
many holding that other nations would levy an import tax equal to 
the amount so paid our exporters, which would result in transferring 
the amount so paid from our Treasury to that of foreign governments 
without helping our producers; some claimed that the amount paid the 
exporters would not be passed back to the producer, while others and 
a majority of the farm organizations opposed it on the ground that it 
was a subsidy. This was called the debenture plan, but it has never 
received sufficient votes to pass both Houses of Congress. It has been 
placed in the tariff bill by an amendment in the Senate which provides 
that it may be used only at the option of the Federal Farm Board, but 
whether it will again come up for a vote in the House can not at this 
time be determined. 

In the campaign of 1928 both parties pledged themselves to legislation 
that would give . further relief and a square deal to agriculture, by 
making possible the establishment of an American price that would 
bring a fair return to the farmers of the country. 

The Republican Party was fortunate in having a candidate born in 
the center of the great food-producing States of the Union, one who 
had inherited from his Quaker parents the character of honesty and 
the belief that honest toil brought the greatest reward of life. Left an 
orphan in his youth, he grew up in a rural community with a lmowl
edge of agricultural conditions and worked his way through college in 
California, becoming an engineer of such ability that he was employed 
in great projects in Australia, ttien China, and then Europe, gathering 
experience in world affairs. 

When President Wilson desired a food administrator for the United 
States, on our entering the war, he was selected for such position. 
President Harding appointed him as Secretary of Commerce, to which 
position he was r eappointed by President Coolidge. This department 
of our Government he so developed and improved -us to enable the up
building of our export tr.a.de throughout tbe world. His statement · 
that he would devote himself to the relief of agriculture was followed 
by the statement that, if elected, he wouid call the Congress together in 
special session for such purpose. 

He was elected by the greatest majority ever given any President, 
and when he entered the White House it was generally acknowledged 
that he was the best equipped American who had ever been elected 
to the Presidency. 
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The -m~mth following his lnaugur:ation, he carried out his promise .and 

1 called Congress in special .session. The opening words of his message, 
were, "I have called this special session of Congress to redeem two 

',pledges given in the last election-farm relief and limited changes in 
the tarur/•. 

The Committee on Agriculture of the House promptly reported a . bill 
creating the Federal Farm Board, and giving it broa~ powers to create 

• farmer owned and farmer controlled marketing associations, and stabil-, 
I izing organizations to be financed by $500,000,000 from the Government 
! Treasury. This bill was promptly passed b_y the House and Senate and 

signed by President Hoover, and it has been truly said that no govern
ment in the history of the world ever endeavored to serve any industry 
to the extent of this legislation for agriculture. 
. A tariff bill was reported out of the Ways and Means Committee of_ 
the Hou~e that has brought much criticism. Unfortunately, ~t went far 

' afield from . that suggested by the President, for in addition to comply
ing with his suggestion of " limited changes in the tariff," intending to 

· increase import duties on agricultural products and the products of 
those industries that were in distress, it sought to increase .import du
ties on a large number of industrial products that were not in distress. 

Had industry been willing to accept the suggestion of the President' 
and had urged their representatives in Congress to have passed a tariff 
bill for the relief of agriculture, as was done in ,1921, months of debate 
and contest would have been avoided. The tariff bill would h~e been 
passed during the special ses ion, and in this regular session the further 
needs of industry would have been cared for, as was done in 1922. 

Much criticism has been made throughout the Nation because of 
the fact that the tariff bill was passed through the House subject only · 
to amendment by the Ways and Means Committee, which has been the 
manner in which tariff bills have been passed through the House by 
both political parties, but it must be remembered that in the House 
the representatives of industrial States outnumber and hence outvote 
those of agricultural States. The representatives of agricultural dis
tricts who bad appeared before the Ways and Means Committee in the 
draftin~ of the bill, made a successful fight for increased rates upon 
agricultural products, but had to trust to the Senate, where agricul- ' 
tural States have the same number of votes as industrial States, to 
-reduce the rates that had been placed on the industrial products that 
were in excess of the President's recommendation. 

I voted for the bill, as we were forced to consider it, with the great 
majority of the representatives of agricultural districts, because the 
study I had made of the measure convinced me that its greatly in
creased rates for agriculture were the best ever carried in any · tariff_ 
legistation. I know that percentages of increases in the rates given · 
industry have been used to make it appear that they exceeded those 
given agriculture, but it must be remembered that our agricultural 
products are sold by the farmers of the Nation every year, while most 
all the articles they require of industry are purchased only from 5 to 
20 years; for instance, agricultural machinery lasts the farmer for a 
period of from 5 to 10 years, and building materials from 10 to 20 
years or more. The increased rates must be divided by such number of 
years. 

To satisfy myself I took the bill and turned through it page by page, 
charging the dairy and stock farm of 320 acres that I own and operate 
in Kansas, and on which there are five people, with all of the tar_i1f 
increases on the materials I must buy each year from industry and then 
went through the bill again and gave my farm credit for only half of 
the tariff increases of the products I produce and market annually, and 
I found that the benefits that would accrue to my farm would outweigh 
those I would have to pay over 11 to 1. 

When the bill went to the Senate its Finance Committee took two 
months to consider and amend the bill and for six months it has now 
been considered upon the floor of the Senate where it was subject to 
amendment. A number of industrial rates have been reduced and some 
of the agricultural rates increased. When the bill is passed by the 
Senate it will go to the conferees of the two Houses, consisting of six 
Republicans and four Democrats from the following States: Oregon, 
Massachusetts, New Jersey, Texas, Mississippi, Utah, Indiana, Pennsyl
vania, California, and Mississippi, who have served in Congress from 
8 to 29 years. These men have helped to prepare many tariff bills and 
are the best experts in the Nation on this subject, and I believe that 
when they have agreed upon the bill it will be one of the best that the 
Nation has ever had. I am quite willing to admit that it will contain 
rates that can be pointed out as objectionable to both agriculture and 
industry and if I had the right to make changes I would increase a 
number of agricultural rates and reduce a number on industrial products, 
but it will contain the best rates for agriculture ever passed by any 
Congress, and I believe that on the whole it will bring increased pros
perity to agriculture and our entire Nation. 

I realize that there will be much criticism or the attempt of the 
Federal Farm Board to build up for agriculture marketing organiza
tions with the purpose of securing better prices for the farmers of 
the Nation. Already the grain exchanges in the . large cities have sent 
~ut much propaganda against both the legislation and the board's 
activities under the same. This was to be expected since that portion 
of farm products marketed by farmers cooperative marketing assoeia-

tions will deprive them of some commtsswns but it should be remem
bered that · the farmers of the Nation- have in the past labored under 
the greatest handicap ever endured by any industry. While they have 
been pt·oficient in production they have had no control over the sale 
of their products. No other industry could exist under such condi
tions. The hope of agriculture lies in correcting this wrong . . 

Undoubtedly the market bas recently been manipulated to embar
rass the Farm Board and ii the farmers are asked to reduce the 
acreage they _ plant to wheat, and plant other products, such advice 
will be used to spread dissatisfaction. But I believe the farmers of 
the country will not be misled and others ought not to be, for the 
President in his ·message last April stated, "The pledged purpose of 
such a Federal Farm Board is the reorganization of the marketing 
system on sounder and more stable and more economic lines." I 
congratulate the farm organization on their loyal support of the 
Farm Boa1·d. 

It was the intention that the Federal Farm noa1·d was to make It 
possible for those engaged in agriculture to organize and operate farm 
associations that will market their pt·oducts, or s6.ch portion thereof as 
may be necessary, in an orderly manner and, through cooperation with 
the Federal Farm Board, have some voice in the price for which their 
products may be sold. These organizations are to be financed at low 
rates of interest, the same as the organizations of industry secure. 
We have already appropriated $150,000,000 of the $500,000,000 author
ized in the farm bill, and under the recommendation of President Hoover 
we will soon appropriate UOO,OOO,OOO more, and if necessary the bal
ance of the $500,900,000. And let me say to industry that if agri
culture can be brought to a prosperous condition, where it may earn . a 
fair return, its buying power will be so inc.reased that industry will 
profit and the whole Nation be amply repaid. 

Mistakes may and undoubtedly will be made l?Y the Federal Farm 
Board; some rates in the tariff bill will be unsatisfactory; much of 
propaganda and politics will be indulge_!l in ; the stock-market crash, the 
stagnation of the winter months, the delayed uncertainties of the 
tariff bill have all caused temporary unemployment that will be charged 
against the effort of Congress to give a square deal to agriculture and 
an industry. . 

But it must be considered that we are a Nation covering a continent; 
our people are engaged in the production and manufacture and tr'ans
portation of products that are In conflict one with another ; but we 
must be charitable and just and follow the command of the Master, 
"to do unto others as we would have others do · unto us," if our Nation 
as a whole is to prosper, remembering that in spite of all the mistakes 
and errors that may be pointed out in the conduct of our Governm~nt, 
that, nevertheless, we are as a whole the best fed, the best housed, the 
best clothed, and th~ best entertained people that ever existed upon the 
earth. 

I am not discouraged. I believe that all the. legislation and efforts of 
th~ past nine years will bring to agriculture a square deal, to which it 
is entitled, and that it will again become a profitable industry. I believe 
without doub,t that when the tariff bill is passed that industry will 
revive and unemployment cease. 

Let us all do our part. 

COMPLETE EQUALITY OF CITIZENSHIP SHOULD BE THE LAW OF THE 
LAND 

Mr. CABLE. Mr. Speaker, I ask unanimous consent to extend 
my remarks ii;l the RECORD to include a radio speech that I gave 
last llight on the subject of woman citizenship. 

The SPEAKER pro tempore. The gentleman from Ohio asks 
unanimous consent to extend his remarks in tbe RECORD to in
clude a speech m;tde over the radio on the subject of woman 
citizenship. Is there objection? 

There was no objection. 
The speec:q is as follows : 
Each Member of the House of Representatives recently received a 

letter from an attorney whose alien client was not permitted to enter 
the United States because she was not able to pass the tests of the 1917 
immigration act. Seeking to amend the women's citizenship law, so 
that his client could be admitted, the attorney wrote : 

" Neither Congress nor the American people have a full sense of the 
import of the act of 1922, which was invoked by the legal arm o~ the 
Government." 

It was the immigration law, and not the 1922 act granting inde
pendent citizenship to women, that prevented his client from coming 
to this country. If that attorney had known of the discussions and 
consideration of the unjust discriminations in our citizenship laws 
affecting women, which brought about the 1922 act, be would not 
have so circularized Congress. 

In 1907 Congress had passed an expatriation act providing, in part. 
that any American woman who married a fore~gner should take the 
nationality of her husband and cease to be an American citizen. 
If tbe laws of her husband's country did not vest her with his 
nationality, she became a woman without a country. No considera
tion· was given her wish or desire in regard to nationality. -She was 
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automatically deprived of the · tight of protection by the United 
States while she travelled or lived outside of this country. She 
lost all right of suffrage, of holding office, either by election <lr ap
pointment, the right to participate in governmental aft'airs and, in 
many States, she lost the right to hold or inherit property, to teach 
in the public schools, practice a profession, or to carry on many of 
the other vocations of life. 

The reverse was not true-the native-born man who married an alien, 
even though he went to live in the country of his wife, did not have his 
citizenship status taken from him. Then, too, the alien woman whose 
husband was naturalized, or the alien woman who married an American, 
automatically acquired that which the native born lost-American 
citizenship--without regard to her wish or qualification. 
• The battle for equal citizenship rights began many years ago. .Jean
nette Rankin, the first woman Member of Congress; John Jacob Rogers, 
a Rep1·esentative from Massachusetts ; and others introduced bills to 
abolish the unjust discriminations existing under the 1907 act. Inas
much as Congress failed to legislate on these bills, the women of the 
country -appeared, represented by their leaders, before the national con
ventions of the Republican and Democratic Parties in 1920 and secured 
the adoption of a pledge, which was included in the platforms of both 
parties and which reads as follows : 

"We advocate, in addition, the independent naturalization of women. 
An American woman resident in the United States should not lose her 
citizenship by marriage to an alien." 

Backed by this pledge of the major parties and indorsed by such na
tional women's organizations as the American Association of Uni
versity Women, National Federation of Business and Professional 
Women, Council of Jewish Women, General Federation of Women's 
Clubs, National League of Women Voters, National Woman's Party, 
National Trade Union League, and the Woman's Christian Temperance 
Union, Congress desiring to give the citizenship status of American 
women the dignity and individuality of that of American men passed 
the bill granting independent citizenship rights to women. 

That bill was signed by President Harding on September 22, 1922, 
and is commonly known as the Cable Act of that date. 

Independent citizenship rights for women, expressed in the 1922 act, 
was not a new idea in the United States. Prior to ' the 1907 law, even 
'though an American woman married an alien, it she continued to live 
in the United States, she did not cease to be an American citizen. So 
held Charles Evans Hughes when he was Secretary of State. LikeWise 
'not until 1855 did the marriage of an alien woman to an American 
make her a citizen of this country. Before the enactment of these 
laws marriage alone did not atrect a woman's nationality, so far as the 
United States was concerned. 

'l'hus, the attorney mentioned clearly is in error in his statement, 
for both Congress and the American people fully realized the import 
of the women's citizenship act of 1922, and fully contemplated the re
sults of the operation of that act. 

That law provides, in part, that a woman citizen shall not cease 
to be a United States citizen by reason of her marriage after the 
passage of the act, unless she make a formal renunciation of her citi
zenship before a court having jurisdiction over naturalization of aliens. 
On the other hand, any woman who bas married a citizen of the United 
States, or whose husband has been naturalized, since the passage of the 
1922 act, has not acquired United States citizenship by reason of her 
marriage or her husband's naturalization. This citizenship law is a 
step in the right direction, but it does not · grant complete independent 
citizenship rights to women, and there should be some perfecting 
amendments . 

· naturalization proceedings. Mrs. 'RuTH BRYAN' OWEN, for example, mar
. ried a British officer before 1922, and lost her American citizenship 
· through· no fault or desire of her· own. 

After the war,- she returned to this country with her husband, and 
was required to submit to the same naturalization proceedings to 
regain her American citizenship in a Florida court, as one who had 
never been a citizen of the United States. This is not a just require
ment of a native-born woman who had her citizenship taken away by 
the provisions of the 1907 act. A simple affirmative act should be 
sufficient to regain the citizenship lost by a native-born woman because 
of her marriage. · 

There are women whose American citizenship was lost by marriage 
prior to the 1922 act, who can not now return to the United States to 

. regain their former nationality because of our immigration quota law. 
Since a woman in this situation is counted in the quota of her hus
band's country, if the quota allotted to his nationality is exhausted, 
she can not return to the United States to be repatriated. To come 
here temporarily as a visitor will be of no benefit, as the law now 
requires her residence to be of a permanent character, before she can 
regain American nationality. The permanent-residence requirement in 1 

the cases of such women should be repealed, and our immigration· laws 
should be amended to permit her to be admitted without regard to 
the quota. 

The present law provides that an American girl who marries an alien 
ineligible for citizenship shall become ineligible also. She becomes a 
woman without a country. An ineligible alien usually means one of the 
yellow race. No such law applies to the American man. It he marries 
an alien ineligible for citizenship he continues to be an American citi
zen. Why should there be one rule for the man and another for the 
woman? Both are American citizens. 

H. R. 10208 would eliminate this unjust discrimination. 
If a native-born man marries an alien and resides abroad in her coun- : 

try the remainder of bis life he does not cease to be an American citizen. 
Their children, although they are born abroad and never come to the 
United States, likewise are American citizens. But if a native-born 
woman marries an alien and resides two years in his country, or five 
years elsewhere abroad, she is presumed to have ceased to be an Ameri
can citizen. Again I ask, why should there be one rule of law for men 
and another for women? 

Complete equality in citizenship should be the law of this land. 
There is no reason for distinctions between men and women in the 
nationality laws of the United States. A native-born woman has the 
same loyalties and should ha·ve the same rights to nationality as a man. 
She should have, as the man has, the right to select the country of her 
choice. 

In view of the great alien population in this country and the re
sulting marriage between alien men and American women, on the one 
lland, and between American men and alien women on the other, the 
question of nationality rights is of peculiar significance. The status of 
these women depends not only upon the laws of this country, but also 
upon the nationality laws of many other countries. •.ro abolish all 
distinctions between the sexes, the question of nationality must be 
dealt with internationally by means of treaties. 

The conference for tlle codification of international law, now in 
session at The Hague, was called only after it was determined that 
ce1·tain subjects were ripe for consideration. The conference will dis
cuss and undertake to codify the law on three important subjects: 
Nationality, territorial waters, - and the responsibility of States for 
damage done to the persons or property of foreigners within their 
territory. 

Nationality includes that of greatest importance--citizenship of 
. For example, the law now requires one yeal''s permanent residence women. 

in the United States before a ·native-born wom·an, who has lost her More than 50 countries have sent delegates to this conference a(The i 
citizenship because of her marriage to an alien, can regain her Ameri- Hague. One is Mrs. Ruth B. Shipley, Chief of the Passport Division in 
can status. Why should the woman who may have married a day the Department of State, and a technical advisor is Dr. Emma Wold, of 
before September 22, 1922, be placed at a great disadvantage, a dis- the National Woman's Party. 
advantage which is not sutrered by the woman who happened to marry I hope our delegates will bring back a treaty providing, in substance, 
the day after the act became effective, and thereby retained her United that there shall be no distinction based on sex in regard to the law on 
States citizenship? . nationality. We should bear in mind, however, that this subject ill-

Take the case of Mrs. Emily Martin. She married an alien before volves the laws of many countries, is of the greatest magnitude, and 
the 1922 act was effective, and her American citizenship was automat!- that on it there is the greatest divergence of opinions. 
cally taken from her. Later she returned to this country, resided here There are only five nations dealing equally with men and women 
a year, and then, because she told the court she might reside outside in the effect of marriage on nationality. In 81 countries a man's mar
the United States with her husband and chlldr·eu, the court found her riage bas no effect whatever on his nationality; while on the other ; 
residence here was not permanent, as required by law, but was temp(}- hand, in the entire world there are but nine countries in which 
rary, and the court denied her the right to regain United States marriage does not change a woman's nationality without her cousent. 

·citizenship. In the nationality laws of the world, six different systems are found 
1 have introduced a bill, H. R. 10208, now pending before the Com- to prevail in regard to the effect of marriage on a woman's nationality. 

mittee on Immigration and Naturalization, to permit any woman who In 28 countries the wife is compelled under all circumstances to lose 
lost her citizenship by reason of her marriage to an alien before the her nationality and take that of her husband, while his is not changed 
1922 act, to go before a court and regain that citizenship, irrespective by marriage. 
of the character of her residence in the United States. It could be · In two countries, Andora and .Japan, the husband is compelled, und-er 
either temporary or permanent, and a day's residence would be sufficient. certain circumstances, to take the nationality of his wife. These 

That bill, if enacted into law, also would repeal the provision re- · various laws have resulted in situations wherein the woman who mar
·quiring a woman who has lost her citizenship to go through regular r1es a man of foreign nationality may find herself a woman with two 

LXX.II-362 
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countries, or of dual nationality, and subject to the tax and other laws 
of both countries. 

On the other hand, some women who lose their nationality under 
their own laws, because of marriage, and who do not acquire the na
tionality of their husbands, find themselves stateless anQ without the 
right of protection, passport, and many other conveniences. They are 
women without a country. 

These facts show the stupendous task that confronts the delegates 
~at The Hague in their attempt to harmonize the nationality laws of 
more than 80 d:Uferent countries. 

By adopting the 1922 act, the United States made known to the 
world that the nationality of its women should not be made an incident 
of marriage. Our Nation can not, through its delegates at The Hague, 
take a backward step ; the other nations must go forward. 

U sufficient progress is not made at The Hague in the matter of 
re.aching some agreement tending toward equal citizenship rights for 
women, I will press tor passage my resolution requesting President 
Hoover to call a conference of representatives of all governments of the 
world to meet at Washington, D. C., to consider and adopt a convention 
on the nationality of women, which will pronounce for all nations the 
principle that a woman should have the same right to independent na
tionality as a man. 

To the leaders of the great women's organizations I have men
tioned, is due the credit for the 1922 act. Their faith and confidence 
in the principle of equal citizenship rights, expressed in that law, 
have been vindicated. The law has stood the test; it has justified 
itself. 

Let Congress again accept the wisdom of these women, by enacting 
perfecting amendments to the act of 1922. Then will the law stand 
as a model to be copied by the delegates at The Hague. Let us hope 
that when our delegates return they wm bring back with them an 
agreement embodying the principle that a woman· should enjoy the 
same nationality rights as a man. 

FARM RELIEF 

The SPEAKER pro tempore. Under the special order of the 
House the gentleman from Louisiana [Mr. l\!oNTET] is recog
nized for 20 minutes. 

Mr. MONTET. Mr. Speaker, the question of farm relief ad
dresses itself to us with ever-increasing intensity. 

These remarks are not only addressed in the interest of farm 
relief, but also as a suggestion for the improvement of the gen
eral health and, if heeded, to give added enjoyment to the 
American dinner table. 

The general use that can be made of most edible farm prod
ucts is already well known. The consuming public more or less 
understands the various methods and recipes satisfactorily 
used in the preparation of wheat, oats, barley, rye, corn, and 
their products, but there is one splendid food article grown in 
great quantities in this country with which, generally speaking, 
the American public is not familiar as to the best methods of 
·its preparation for table use. If the public were as well versed 
in the proper cooking of this food as are those in the locality 
where most of this crop is grown, there would be little or no 
surplus demanding the attention of the Federal Farm Board, as 
it is one of the most delicious, sustaining foods grown on 
American soil. Properly prepa1·ed, its daily use not only im
proves the general health but also tends to reduce the cost of 
living. It is a cheap food article, and when the housewife 
.learns of its deliciousness through proper cooking, it will be
come a popular dish in all American homes. This food is none ' 
other than rice. 

This country produces some 40,000,000 bushels of rice an- . 
nually. In 1929 continental United States produced 40,217,000 
bushels, and of this Louisiana produced 19,352,()()(} bushels. For 
some years Louisiana has annually produced over 40 per cent 
of the rice grown in this country. The people of that State are 
by far the largest per capita consumers of rice in the United 
States, all becau e one finds there methods for its cooking that 
make it a most delicious food, enjoyed by all and denied to none. 

When one leaves that section of this great country and finds 
rice on the dinner table it is usually served in broths, soups, 
and custards with a smatter of raisins and other mixtures 
whereby the real deliciousness of the food does not prevail. 
While rice is served daily on the tables of practically all Loui

. sianians, its delightfulness is never overshadowed by a predomi-
nation of raisins, nutmeg, or milk. It is prepared in the manner 
hereafter explained, served with every dinner, brought to you in 
a large dish, and eaten with chicken, beef, ham, or other gravies 
and vegetables. 

Louisiana is known for its cooking, and no Louisiana meal is 
ever complete without delicious rice and gravy, and besides it 
adds a dish which is not costly by any means. As a satisfac
tory, wholesome, and sustaining food, rice has no substitute . 
when properly prepared. When the American housewife is out 
of Irish potatoes or even bread, if she will serve a dish of this 

rice I am satisfied that she will find it a desirable substitute 
and thereafter serve it along with her Irish potatoes, and so 
forth, upon which to spread her tasty gravies. 

The preparation and cooking of rice to serve with gravies is 
not an intricate performance requiring any particular culinary 
talent. 

Wash one cup of rice thoroughly. Wash the rice in at least 
four or five waters or until thoroughly cleansed. Bring two 
cups of water to a boil. Add one teaspoon of salt. Then add 
the rice to boiling water gradually so as not to stop the boiling. 
Let boil for four minutes. Then cover the pot and cook very 
very slowly for 20 or 30 minutes. Remove it from the fire, let 
stand for five minutes, and when served every grain will be 
separate. If a double boiler is used, the rice will be whlter 
and drier but will take longer to cook. If the rice is fresh, 
slow cooking for 20 minutes will be sufficient, but it is always 
very simple to determine when the rice is cooked by rolling two 
or three grains between the fingers. If the grains are soft and 
not gritty the rice is cooked. 

In the absence of gravy, it is also very delicious if butter is 
spread thereon. 

This is the famous Louisiana recipe for cooking rice. It i~ 
well known that the Louisiana housewife has made cooking an 
art. She has discovered that rice with its perfect blending 
quality makes meals more delicious as well as more nutritious 
and more easily digested. 

Let me add here two or three other recipes .which are very 
popular in New Orleans and throughout Louisiana, and which, 
as you know, is the home of famous Creole cooking. 

Let the American wife enjoy Creole rice, which is prepared as 
follows : 

One and one-half cups rice, 3 cups water, 1 teaspoon salt, 2 table
spoons bacon fat, 5 slices bacon (or as much fat ham), lh cup 
chopped onions, 2 cloves, garlic (if desired), 3 fresh tomatoes (or one 
No. 1 can tomatoes), 2 green peppers, lninced. 

Boil rice for 15 minutes. 
Fry bacon or ham crisp brown, chop into rice. Fry onions, garlic, 

and green peppers in bacon fat; add tomatoes. Cook five minutes; add 
seasonings, then add to the rice. Mix well, cover, and cook slowly for 
20 minutes. Garnish with parsley and two or three crisp brown slices 
of bacon. 

Note: Left-over chicken, turkey, or roast may be used instead of 
bacon or bam. 

On some other occasion try the rice tamale which_ is prepared 1 

as follows : 1 

One cup cooked rice, 6 to 8 outside leaves of cabbage, 8 toothpicks, 1 
1 cup ground meat, one-third cup chopped onions, one-half t easpoon ! 
cayenne pepper, 1 No. 2 can tomatoes, one-half teaspoon salt, 2 table· I 
spoons bacon grease. · 

Pour boiling water over the cabbage leaves. Let stand five minutes. ; 
Remove from water and drain. Mix the rice, onion, meat, pepper, and 1 

salt. Fill each cabbage leaf with part of the mixture. Roll the leaf 
and fasten with toothpicks. Place in a baking dish, and pour over : 
them the can of tomatoes and the grease. Bake 20 minutes. 

And for those who like myself enjoy the popular dish known 
as red beans and rice, t~y the following : 

One cup raw rice; 1 pound red beans, soaked over night; one-half 
pound salt meat cut in strips, one for each serving; 1 onion, leave 
whole so it can be removed after cooking if preferred. Seasoning to 
taste. 

Cook beans, salt meat, onion, and seasoning together with enough 
water to cover well, until beans are cooked so well that they fall to 
pieces. Add enough water from time to time so that there will be 
plenty of thick rich gravy. Serve with the cooked rice. 

This is a meal in itself, and is delicious when prepared the 
"Louisiana way." 

And rice vegetable casserole is prepared as follows : 
One cup peas, 1 cup corn, 2 tablespoons minced onions, 1 teaspoon 

salt, 2 cups cooked rice, 2 strips bacon, 1% cups milk, one-fourth tea
spoon pepper. 

Place in layers in greased baking dish ; when casserole is filled, add 
milk. Place bacon strips on top and bake until brown . 

Those interested in tomatoes may also encourage the further 
use of tomatoes by suggesting the following for a rich tomato 
soup: 

One cup rice, 1 cup tomatoes, 1 onion, 1 teaspoon salt, one-halt 
teaspoon pepper, 4 cups boiling water, 1 tablespoon butter, 2 tablespoons 
flour, one-half teaspoon celery salt. 

Put rice and sliced onion into boiling water. Cook until tender. 
Add tomatoes. Press through sieve. Brown the fiour in butter and 
add to the rice mixture. Season with salt, pepper, and celery salt. 
Serve hot with croutons. Garnish with chopped parsley. 
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· The kiddies can also come in for their share of enjoyment by 

serving them a supper of boiled rice, cream, and a bit of sugar. 
The light, fluffy grains are easily and quickly digested. All 
children will love their rice and you may rest assured it will 
not disturb their slumber. 

I could give a number of other recipes, but the foregoing are 
most enjoyed by both rich and poor in the land of the famous 
Creole cooking. · 

Mr. LANKFORD of Georgia. Does the gentleman think there 
is any better way of cooking rice than that used in the State of 
Georgia, merely cooking the chicken and rice together? 

Mr. MONTET. I have such a recipe here. 
Mr. LANKFORD of Georgia. If the gentleman has any im

provement on the plan we have in south Georgia, I would like 
to see it. 
Mr~ MONTET. I have here a recipe which provides for that 

method of cooking. 
l\lr. GLOVER. Will the gentleman yield? 
Mr. MONTET. I yield. 
Mr. GLOVER. I am very much interested in the gentleman's 

discussion of rice, because the great r ice fields of Arkansas are 
1n my district. And, while the gentleman has recipes for cooking 
it, I do not think the Louisianians can cook it like they can in 
Arkansas. 

Mr. MONTET. Of course, ,we Louisianians do not agree with 
the gentleman. 

Mr. GLOVER. What I would like to ask the gentleman is if 
the rice people of Louisiana have made a study of how they 
can use the by-product, so called, the rice straw, as provided for 
in this last bill? Provision was made there, I understand, for 
a board to make a careful study of the various uses to which 
the by-products of farm growth may be put. 

Mr. MONTET. In answer to the question of the gentleman, 
we have in Louisiana some mills which are manufacturing 
paper in great quantity out of rice sh·aw. Experiments are now 
being carried on to discover further and different uses for rice 
straw. 

Mr. GLOVER. I am very much interested in that. There 
was recently a statement made by a secretary of a chamber of 
commerce in the rice belt of my State, which states that 100,000 
tons of rice straw is going to waste in that small territory that 
could be used in the manufacture of paper. 

Mr. MONTET. A great deal of rice straw goes to waste in 
the State of Louisiana also. However, a satisfactory method 
of making paper has been discovered. Other experiments are 
being made in order to consume the remainder of the rice straw 
now going to waste. · 

Mr. LINTHICUM. Will the gentleman yield? 
Mr. MONTET. I yield. 
Mr. LINTHICUM. Coming from the gastronomical center of 

the universe I should like to ask the gentleman from Louisiana 
if be thinks rice would take the place of nice Maryland fried 
chicken with green corn cakes around it? Does the gentleman 
think there is anything equal to that? 

Mr. MONTET. The gentleman's dish would be wonderful if 
he only added rice, cooked in the Louisiana way. 

Mr. O'CONNOR of Louisiana. Did I understand the gentle
man from Maryland to state that Baltimore was the gastronom
ical center of the universe instead of New Orleans? 

Mr. MONTET. I believe my original remarks will show 
where that center is. Everybody knows it is New Orleans and 
Louisiana. 

Rice is a cheap food. Its cost is very little, its nutritive value 
is undeniable, and if the thousands in whose homes these recipes 
find their way will avail themselves thereof, I not only look for 
the definite settlement of the rice growers' surplus crop troubles 
but rice will become an article to be found on the American table 
daily, much to the delight of those partaking thereof and the 
improvement of their health. [Applause.] 

TAX REFUND 

The SPEAKER pro tempore (Mr. HooPER). Under the spe
cial order of the House, the gentleman from Oregon [Mr. 
HAWLEY] is recognized for 30 minutes. 

Mr. HAWLEY. Mr. Speaker, I appreciate the courtesy of the 
House in according me an opportunity to discuss the refund to 
the United States Steel Corporation for the years 1918, 1919, 
and 1920 in particular, and the subject of tax refunds in 
general. 

The gentleman from New Jers~y [.Mr. BACHARACH] addressed 
the House Tuesday in an excellent statement, and I will en
deavor not to traverse the mat ters he presented. 

The gentleman from Texas has twice spoken to the House on 
the subject, and with his presentation both myself and the 
facts are in general disagreem.ent. 

The refund to the United States Steel · Corporation for the 
year 1917 case was disposed of a year ago, and in a manner 
eminently satisfactory. The pending case involves the years 
1918, 1919, and 1920. For these three years the United States 
Steel Corporation filed returns showing a taxable net income 
in excess of $823,000,000. On this return, they paid a total tax 
for the three years of approximately $304,000,000. 

The soundness of the present settlement can be easily illus
trated by comparing the original taxes paid with the tax lia
bility as determined in the final settlement. As I ba ve stated, 
the original taxes paid were approximately $304,000,000. The 
final determination shows · a tax liability in excess of $312,- -
000,000. In other words, the final settlement increases the tax 
liability for the three years by more than $8,000,000. 

The final settlement may also be considered from thls point 
of view : A suit is now pending in which· the taxpayer claims 
a return of approximately $130,000,000 for the three years, 
including interest. This suit is being settled by a refund ot 
about $33,000,000, including interest-approximately one-fourth. 
of the amount claimed. 

Using the four years, 1917, 1918, 1919, and 1920, as a basis, 
the original tax liabilities total $503,000,000. The final tax 
liabilities total $485,000,000, showing a net reduction in tax of 
about $18,000,000, or less than 4 per cent of the total, notwith· 
standing the lal·ge refund for 1917. In other words, the final 
settlement is equivalent to a refund of less than $2,000 on a 
tax of more than $50,000. 

There are two principal. issues involved in the pending case : 
The determination of the proper amortization allowances, and 
the computation of consolidated invested capital. Both these 
issues and others were discussed in detail before the Joint 
Committee, and I do not believe it is necessary to discuss them 
now. For the benefit of those, however, who are interested, I 
am incorporating my remarks in a memorandum discussing the 
issues in detail and explaining the basis upon which they were 
settled. I have an earnest desire that the longing of the gentle
man from Texas for information be satiated. 

Briefly, then, we have this situation with reference to the 
refunds to the Steel Corporation: The 1917 case was disposed 
of more than a year ago and is no longer an issue. The pending 
case has been examined and approved by the Treasury officials ; 
the Treasury decision has been reviewed and examined care
fully by the staff of the joint committee and all questions 
answered; and the case has be.en explained in detail to the joint 
committee and ample opportunity has been afforded to every 
member of the committee to ask for additional information or 
to raise questions. ·Mr. Alvord, the special assistant to the 
Secretary of the Treasluy, was present with the committee dm· 
ing its sessions. I believe that practically the entire member
ship of the House know him and have confidence in his ability 
and integrity. He has reviewed the entire case and has approved 
it. In addition, Mr. Alvord explained the important issues in the 
case and answered all questions to the satisfaction of those 
present. He was available and ready to answer any further 
questions which any of the committee cared to ask. He ex
plained in detail to the committee every question raised by the 
staff in its tentative report and every question raised by any 
member of the committee. Some of the questions involved 
in these refunds required an investigation for a preceding 
period of some 60 y€ars. After the most exhaustive examina
tion we have a proposed settlement as to which no specific 
criticism bas been made by any Member of Congress. No objec
tion has been raised as to any material point in the settlement. 
Furthermore, it is the opinion of those familiar with the case 
that the proposed settlement is a very conservative one from 
the point of view of the Government, and represents a substan
tially smaller amount than could be recovered if the taxpayer 
were forced to litigation, giving no consideration to the expenses 
of the litigation and the intervening interest costs. 

I think the following table will present the matter more 
clearly to the eye : 
United States Steel 'Corporation adjustment of tcuc for years 1918, 1919, 

and 1920 
A. Original and final tax: 

Tax paid as per original returns __________________ $304, 000, 000 
Final total tax collected________________________ 312, 000, 000 

Collection due to Government audiL-------------- 8, 000, 000 

B. Additional assessments and refunds: 
Additional assessments for 1918, 1919, and 1920, 

made in 1926 and 1928, based on t entative and 
inaccurate determinations______________________ 29, 000, 000 

Refund of principal now made on final determi
nations-------------------------------------- 21,000,000 

Balance of additional assessments retained________ 8, 000, 000 
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When the refund to the United States Steel Corporation for 
the yea r 1917 was under consideration by the Joint Committee 
on Internal Revenue Taxation, all members of this committee 
were present except one. The Treasury presented the case, and 
in the course of the discussion said that the principles used 
in determining the refund for 1917 would be followed in 
deciding those. for the years 1918, 1919, and 1920, unless the 
joint commit tee disapproved, and assumed the responsibility 
for the use of different methods. The Treasury also indicated 
at the he.aring in December, 1928, the approximate amount of 
refunds to the United States Steel Corporation for the years 
1918, 1910, and 1920, which amount was nearly the same as 
reported for our recent consider ation. The gentleman from 
Texas has had a year's notice of what the Treasury proposed 
to do. 

But during the past year I do not recall that the gentleman 
from Texas proposed that the joint committee meet to con
sider any basis for settlement other than those announced by the 
Treasury. 

At the conclusion of the hearing on the 1917 refund the 
gentleman :from Texas was challenged to move that the Treas
ury's proposal for that ye.ar be rejected, and this he refused 
to do. Nor did he move to reject the settlements proposed 
by the Treasury for the years 1918, 1919, and 1920, although 
the chairman made the usual statement, " What will the com
mittee do?" 

That is, at the time and place where opposition could be effec· 
tively made, he refused to act. 

I desire by way of emphasis to call to the attention of the 
Bouse and the whole United States the fact that at the hearing 
in December, 1928, on the proposed refund to the United States 
Steel Corporation for the year 1917 the Treasury stated that if 
the joint committee disapproved the proposed settlement, assum
ing the responsibility for the ultimate outcome, the Treasury 
would refuse to make the refund and settle the case through 
litigation. A Senator then challenged Mr. GARNER to propose 
the rejection, and this Mr. GARNER declined to do. That is, the 
hour had struck for f!ction, but there was nobody at home. 
Why should a man complain of others that in his imagination 
they do not do thus and so, for lack of courage, when he refuses 
to accept responsibility and propose the action he says he 
believes should be taken. 

I think it is quite clear from the course of this discussion 
that I have accepted the responsibility th~t my service on 
the committee ' necessitates and act as I believe the facts 
warrant. 

I desire again to call the gentleman from Texas [Mr. 
GARNER] to the bar. 

On February 18, 1930, the gentleman from Indiana [Mr. 
WooD] , chairman of the Committee on Appropriations, asked 
unanimous consent for immediate consideration of House Joint 
Resolution 252, making an additional appropriation for the 
maintenance of the Senate Office Building, CoNGRESSIONAL REO
ORO, page 3875. The Senate had made expenditures in advance 
of appropriations. But I quote from the RECORD with comments. 
All Members present on the :floor at that time, when they read 
that part of the colloquy found in the :first column will realize 
that it has been abbreviated and some "Garnerese" language 
deleted: 

Mr. GARNER. We could say no, but you have not the courage to do it. 
That is all. [Laughter.] 

Mr. WooD. The opportunity is now open; let us see you perform. 
Mr. GARNER. I will vote against the appropriations. 
Mr. SNELL. This is a unanimous-consent proposition, and all the gen

tleman has to do is to object. 
The SPEAKER. Is there objection? [A!ter a pause.] The Chair 

hears none. [Laughter.] 

Some voices rallied the gentleman from Texas to object. He 
did not. That was retreating under :fire. 

The yen of the gentleman from Texas for information on the 
refunds is appealing and the way he neglects to satisfy it is 
appalling. At the other end of Pennsylvania A venue in the 
Treasury Building are two rooms :filled with the records, docu
ments, books, and so forth, relating to the refunds in this case. 
Since December, 1928, and before, the doors of these rooms have 
been yawning open to the gentleman from Texas and he has been 
yawning back at them. 

If the disquiet the gentleman from Texas seems to feel about 
these refunds is not a political distress, why, in a period of 390 
days, exclusive of Sundays and holidays, did he not give the 
contents of those rooms the privilege of his acquaintance. Had 
be done so, would he tak~ the position he now takes? I think 
not. I believe the gentleman in his wild Texan heart really 
believes the Treasury " has done a good job." 

There is a period of 30 days after a proposed refund is 
reported by the Tre.asury to the joint committee before such 
refund can be paid. Upon the receipt of the proposed refund 
for 1917, the expert staff of the joint committee examined the 
returns, conferred with the Treasury on all matters of policy 
and procedure, and reported in writing; a copy of this report 
of the staff was delivered to each member of the joint com
mittee several days in advance of"the date set for the hearing. 
It set out quite fully all the questions involved. At tbe hearing 
the members examined the Treasury officials and the staff of 
the committee and decided not to disturb the settlement as pro-
posed by the Treasury. . 

In the matter of the proposed refunds for 1918, 1919, and 
1920, the same procedure was followed. The report of our staff 
was delivered to the members on March 5. The hearing was 
set for March 11, six days later. The conclusion was not to dis
turb the proposed settlement. 

I gave the proposals for 1917 and those for 1918, 1919, and 
1920 considerable attention. Questions of serious import were 
involved, including amortization allowances, invested capital, 
consolidated returns, and other issues unde.r our excess or war 
profits tax laws. I believe the decision reached by the 
Treasury satisfactory and favorable to the Government. 

The Treasury is applying the same rules to all taxpayers, 
large and small, that equal consideration may be given to all 
taxpayers, irrespective of the amounts involved. 

The United States Steel Corporation is, I understand, our 
largest single taxpayer, paying, as I recall, about 8 per cent of 
the income taxes collected for the years named. This, however, 
entitles it to no special or favorable consideration, nor does it 
justify discrimination against it. 

If the gentleman from Texas is insinuating that sinister prac
tices are involved in the refund under discussion, let me make 
this observation : 

So many persoqs participate in the determination of a case· 
like this that to make a corrupt decision would require a con
spiracy of a considerable number. No sane man believes such a 
conspiracy could exist, even without considering the high char
acter and integrity of the personnel which handles these mat
ters. If improper practices prevailed in the department some
body would be benefiting to such an extent that it would become 
evident, and it would not be necessary for anyone to go about 
with nose in the air testing for a taint; such a conspiracy 
would smell to heaven. · ' 

The honesty, efficiency, and public service of the Treasury 
has caused public approval of and confidence in that department. 
Yet political necessity thinks an advantage can be attained by 
attacking it. I do not believe there is anything in the work 
of the Treasury on these refunds that warrants the crit
icisms made, but they are based upon political partisanship. 
When did the public lose confidence in the Treasury? Every 
election following an attack by Mr. GARNER on the Secretary of 
the Treasury has resulted in an increased Republican majority 
in the House. The minority leader, in his naive manner, 
merely emphasizes the extraordinary good fortune of the 
public in having a man of Mr. Mellon's outstanding ability and 
integrity, in charge of its :finances. 

During the recent hearing by the joint committee the gentle
man :from Texas occupied a good deal of the time in asking 
questions and expressing his opinions, as was his right. At the 
conclusion the chairman asked whether any member desired to 
further question the Treasury representatives or the staff. The 
gentleman :from Texas indicated tbat he did not, nor did be then 
ask that further information be supplied or that the hearing be 
continued. Two more days were available for inquiry. If the 
thirst for information was so imperative, why not drink when 
at the spring? When has Mr. GARNER asked the Treasury for 
additional information since the settlement of the 1917 refunds? 
When did he ask that the joint committee make an investigation 
other than that made by the staff of the proposed refunds for 
1918, 1919, and 1920, of which he was advised in December, 
1928? What other cases are there about wh.jch he has asked for 
information? 

The question of appeals to the courts was raised. If an 
appeal were to be taken, it is estimated that it would be five 
years before :final decision could be obtained. The courts give 
the taxpayers the advantage in disputed questions. Undoubt
edly the decision of the courts would be honestly made, but in 
my judgment no more honestly than those now made by the 
bureau. 

If complaint is now made of the amounts of refunds pro
posed by the Tre.asury, would it not follow that the courts would 
be more severely complained of for awards larger than the 
refunds? The gentleman from Texas [Mr. GARNER] never 
moved in the joint committee that the matter be referred to the 
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courts nor made any other motion that had for its purpose to 
set aside a proposed settlement. That was the forum which 
offers a proper opportunity to present such motions. 

If the United States Steel case were taken to the Supreme 
·Court, the decision would not give valuable precedents for use 
in the future. The issues involved in the case arise. entirely 
under the profits tax law, repealed in 1921. There are but very 
few other cases still pending in the Treasury for years affected. 
It is of much greater importance, in my opinion, that the cases 
for the war years be disposed of finally, upon a basis fair to 
both the Government and the taxpayers, and be put. perma
nently behind us. 

The statement that the joint committee can meet only when 
the chairman so desires is not correct. If at any time a member 
desires the committee to meet for the consideration of a matter 
within its jurisdiction, a meeting can be called. I ha>e never 
denied such a request. Has the gentleman from Texas ever 
made such a request? The members of the joint committee 
have access to the records and the staff, and it is to be presumed 
that they discharge the duties of their membership. 

The staff of the joint committee, on their own motion or at 
the suggestion of the chairman, continually makes inquiry as 
to Treasury methods and suggestions of changes. If members 
of the committee wish others made, they have only to indicate 
them. 

We now come to the more general subject of .the administration 
of the refund provision of the revenue laws. The gentleman 
from Texas has indicated that he believes the joint committee's 
action is a purely formal matter. Does the gentleman from 
Texas believe that the staff of our joint committee is incompe
tent or inattentive to its duties? Is he unaware of the work 
that is done? 

The joint committee was created in 1926. We have had and 
still have as the chief of our staff of experts Mr. L. H. Parker. 
Mr. Parker, you may remember, had general charge of the inves
tigation by the select Senate committee, known as the Couzens 
committee, in 1924. It is my opinion, and I think that every
one shares this opinion with me, that Mr. Parker is a most 
capable, diligent, and impartial investigator. It is my knowl
edge that he gave detailed investigation t'o the refunds in 
question. 
It is my opinion that Mr. Parker must be credited with a very 

substantial part in the improvement of the administration of 
our tax laws. His accomplishments have not been accompanied 
by newspaper headlines or political debate. Nevertheless, 
they have been none the less substantial. The examination of 
refunds submitted to the committee is neither a formal nor a 
perfunctory one. Each case is examined. Investigations fre
quently are made in the bureau. Requests for additional 
information are submitted. I can say, unhesitatingly, that no 
refund has been paid until all questions raised by the staff of 
the committee have been settled satisfactorily. Let me read 
Mr. Parker's report on the administration of the refund provi
sions for 1929 : 

GENERAL SUBVJilY Oli' OVERASSl!lSSl'lfENTS 

The total refunds shown in detail in Part I amount to $38,203,521.84 ; 
the total credits amount to $15,969,125.14 ; and the total abatements in 
connection with the same cases amount to $8,613,275.33. The total 
net overassessments reported to the committee during the calendar year 
1929, which were subsequently paid, credited, or abated, amounted to 
the sum of the above three items, or to $62,785,922.51. On these over
assessments the sum of $12,886,965.66 was allowed in interest, making 
a grand total of overassessments and interest of $75,672,888.17. 

In addition to the above, there was reported to the committee three 
overassessments, totaling $1,304,438.91, which have not been paid. 
The refund in one of these cases was withheld on the initiative of the 
commissioner on account of a proposed deficiency. The second case is 
being recomputed, and the third case is being reviewed, after confer
ences between the department and this office. 

It is interesting to note in regard to. the overassessments reported 
during the calendar year 1929, and paid after the expiration of the 
30-day period prescribed by law, that there has been a marked decrease 
In the rate at which these overassessments have been allowed in com
parison with the rate shown by our former reports. For the 7 -month 
period-June 1, 1928, to December 31, 1928--the rate at which over
assessments were made with interest was $15,224,270 per month. 
During the calendar year 1929 this rate was only $6,306,074 per month, 
which represents a decrease of over 58 per cent in the rate of <>verassess
ment. For the 21-month period-March 1, 1927, to April 24, 1928, and 
June 1, 1928, to December 31, 1928--the rate of overassessment, with 
interest, was $10,676,188 per month, and the present rate is 41 per 
cent less than this rate. 

In view of the above, it seems reasonable to hope that the peak of the 
high-refund years has been passed. However, it appears important to 

consider two questions: First, what are the reasons for the decrease in 
refunds and, second, what are the principal causes for the refunds. 

In regard to the first question, it has been computed that for the cal
endar year 1929, 71 per cent of the adjustments were for the excess
profits tax years up to and i.ncluding 1921, and that the remaining 29 
per cent were for years subsequent to 1921. In the case of the preced
ing 21-month period, 83 per cent of the overassessments were for the 
excess-profits tax years, and only 17 per cent for subsequent years. It 
is believed, therefore, that the decrease in the rate- of overassessment is 
largely due to the fact that the bureau has closed out a large propor
tion <>f the excess-profits returns. It is evident that the refunds will 
be much lower when all the excess-profits tax controversies are settled. 

It may also be properly noted that the average interest charge dropped 
to 20.53 per cent in 1929 from an average interest charge of 26.72 per 
cent in the preceding 7-month perJod, so that a considerable ·saving in 
interest may also be expected for ·the future. 

As to the causes for the refunds, this has already been shown by the 
classification in Part I, but it appears important to discuss these causes . 
in some detail. 

In the first place, if reference be made to the classification of over
assessments shown on page 30, it will be observed that the most impor
tant single cause of the 1929 refunds is the new interpretation placed 
on the life-insurance provisions <>f the 1921 and subsequent acts by the 
decision of the Supreme Court of the United States in the case of the 
National Life Insurance Co. Nearly 12 per cent of all the overassess
ments result from this cause. It is not necessary to go into this matter 
further here, for this office bas already submitted to the committee a 
preliminary report on Federal Taxation of Life Insurance Companies, 
which covers this subject at length. 

The second major single cause of this year's refunds is the expiration 
of the statute of limitations. Some changes were made in this provision,. 
or rather in the pr<YVisions providing for these limitations in the revenue 
act of 1928. It is believed that our principal troubles were due to the 
defects in the former acts, and that the present act will prove satis-_ 
factory. However, the operation of the new provisions will be carefully 
observed. 

The third important cause of the refunds described in this report is 
depreciation. The determination of depreciation, while it is a fact 
question, is obviously primarily a matter of judgment. It is the cause, 
and undoubtedly will continue to be the cause, ot considerable contro
versy between the Government and taxpayer, unless some arbitrary rule 
is devised which will be satisfactory. It is not impossible with low tax 
rates that some solution of the present difficulties may be found. It is 
the opinion of this office that with the experience that our taxpayers 
have had with this subject, the department should discourage changes 
in the depreciation rates shown on current returns. 

It would appear that the judgment of the taxpayer, at the time of 
making the return on the question of depreciation would be better 
than his judgment four or five years after, when he is making applica
tion for a refund. There is also another matter which is very unsatis
factory in connection with the present method of depreciation. De
preciation is allowed on cost, or on March 1, 1913, value, at a certain 
definite rate. In many cases, however, the plant account becomes simply 
a sum of money, and depreciation reset:ves simply a sum of money, 
and the taxpayer keeps no adequate record of his plant in use. When 
this is true the taxpayer, instead of reducing his plant account when _ 
certain items of equipment are discarded, keeps on depreciating his 
equipment with the result that in place of getting 100 per cent depre
ciation, he may get 200 per cent. It is the opinion of this office that 
a complete report on depreciation will be desirable. 

It will be observed from the classification of overassessments shown 
on page 30 that in addition to depreciation other deductions which 
are determined by the exercise of judgment are also troublesome. These 
deductions are amortization, depreciation, inventory adjustment, and 
losses on sales of capital assets. Other allied subjects requiring the 
exercise of judgment are valuations for estate-tax purposes, March 1, 
1913, valuations, and valuations on account of sale of capital assets. 
Attention is drawn to the fact that a report on depletion has already 
been made by the staff and is now before the committee. 

Our former reports in connection with refunds and credits criticized 
the application of the special assessment provisions in a number of cases. 
At the time of making these other reports special assessment was a 
major cause of the large refunds made. This situation is no longer 
true, special assessment having dropped from first place to eighth place 
in order of importance. 

CONCLUSION 

It must be concluded that the overassessments reported to the com· 
mittee during the calendar year 1929, and paid after the 30-day period 
prescribed by law, represent accurate and careful determinations of 
final-tax liability. · 

The staff received from Hon. Robert H. Lucas, Commissioner of 
Internal Revenue, and from Mr. E. C. Alvord,· Special Assistant to the 
Secretary of the Treasury, very satisfactory cooperation _in connection 
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with its exa:tninatfon of the overassessments. All issues raised have 
received careful consideration and full and open discussion. 

Respectfully submitted. 
L. H. PARKER, OMef of Start. 

An obj~tion raised by the gentleman from Texas is that no 
consideration is given tax refunds by the committee unless Mr. 
Parker sees fit to recommend such consideration. I am sur
prised at having to answer such a complaint. On January 5, 
1929, I stated in this House the procedure of the joint com
mittee in regard to refunds. I set forth that the procedure 
had been established by Hon. William R. Green, the former 
chairman of the committee, which procedure was approved by 
the committee, and appears to be working satisfactorily. 

I inserted in the RECORD a letter from Mr. Parker covering the 
details of the refund procedure"in full-page 1207, CoNGRES
SIONAL RECORD, January 5, 1929. I have not had complaint from 
the members of the committee prior to the statement by the 
gentleman from Texas on Friday. It is true that on March 12 
last the gentleman requested to be currently advised as to pro
posed refunds, with which request I immediately complied. 
The member of the joint committee have access to the staff and 
files at all times. 

Another comment of the gentleman from Texas is in connec
tion with the refund to the Baldwin Locomotive Works for the 
years 1912 to 1922. He seems to think the statute of limitations 
has run on the early years at least. If he will look at section 
252 of the revenue act of 1921, he will find that Congress has 
specifically made this statute of limitations ineffective under 
certain circumstances. This section provides as follows : 

Provided further, That if upon examination of any return of income 
made pursuant to the revenue act of 1917, the revenue act of 1918, 
or this act, the invested capital of a taxpayer is decreased by the 
commissioner, and such decrease is due to the fact that the taxpayer 
failed to take adequate deductions in previous years, with the result 
that an amount of income tax in excess of that properly due was 
paid in any previous year or years, then, notwithstanding any other 
provision o! law and regardless <1f the expiration of such 5-year period, 
the amount of such excess shall, without the filing of any claim there
for, be credited or refunded as provided in this section. 

How can the action taken by the commissioner in conformity 
with this law laid down by Congress be criticized? The statute 
of limitations is expressly waived in this type of case by the 
revenue acts. A provision similar to the one quoted above 
appears in both the 1924 and 1926 revenue acts. 

Also, the gentleman from Texas is worried about the large 
number of refunds to the State of Pennsylvania. In this con
nection, I would draw his attention to the fact that based on 
1927 statistics Pennsylvania pays 10 per cent of the corporate 
tax, New York and Pennsylvania together 40 per cent of the 
corporate tax, and Texas only 1lh per cent of this tax. It cer
tairily would be surprising if New York and Pennsylvania did 
not receive more refunds than Texas. In passing, I would ob
serve that the United States Steel Corporation returns its tax 
from New York. 

The minority leader mentions the refund to the American 
- Window Glass Co. as being suspicious. I can not go into all 

the details of this case here, but I can state one fact in regard 
to this case, which is important, for it is typical of many re
funds which look large on their face, but which really are 
bookkeeping adjustments. In this case, the American Window 
Glass Co. filed a consolidated return showing a tax of some 
$2,900,000. One of the companies in the consolidated group was 
the American Window Glass Machine Co. The bureau refused 
to allow this latter company to be affiliated with the group as 
only 76 per cent of its stock was owned by the parent company. 
What happens? It i§. necessary to refund to the American Win
dow Glass Oo. $2,131,000 because of the exclusion from the con
solidated return of the income of the machine company, but 
at the same time the bureau assesses deficiencies against this 
American Window Glass Machine Co. of $1,717,000, so that there 
~s a net tax adjustment in this case of $414,000 instead of over 
$2,000,000 as it would first appear. 

That is, when the consolidated group reports its total income, 
it is larger; it gets into the higher brackets. But when this 
consolidated report was rejected and separate reports were 
made the corporations paid in the lower brackets. 

On Tuesday, the gentleman from Texas, in popular terms, 
described to the House a proposed refund to Mr. John D. Rocke4 

feller of 7,000,000 buffalo nickels for the year 1917. I would 
like to advise the gentleman, using his own terminology, that 
even after the refund Mr. Rockefeller will pay a final tax for the 
same year, 1917, of 276,000,000 buffalo nickels. Therefore the 
tax adjm;tment is less than 2lh per cent. The merits of the case 
have not yet been investigated by the sta.1f. 

The gentleman from Texas refers to a refund of $4,320,000 
to the Middle States Oil Corporation. Now, strictly speaking, a 
very small part of this is a refund. Practically $4,000,000 is an 
abatement. That is, it is the cancellation of a jeopardy assess
ment which was never paid. This case, however, has been a 
difficult case for both the bureau and our staff. As a matter of 
fact, a part of the books of the company were destroyed or taken 
to Europe. What books remained showed fictitious income for 
the purpose of deceiving stockholders. The company is now in 
the hands of receivers. · 

The minority leader thinks the Speaker ought to appoint a 
committee to investigate the Treasury. It appears that the 
gentleman wants to get a look at the "books," so I have a sug
gestion to make which may obviate the necessity for the com
mittee he suggests. The Joint Committee on Taxation has the 
right to look at the "books" now, and my friend from Texas 
is a member of that committee; therefore I invite him to go to 
the Treasury where, with the assistance of our staff, if he so 
desires, he can look at the " books," see how the business is con
ducted, see what the Treasury does and what our staff does. 

Mr. GARNER, as a member of the joint committee, has the 
right, as does the Secretary of the Treasury, to examine the 
contents of those rooms. Why, in General Sherman's definition 
of Texas and war, has he not done so? 

The examination of refunds is only a part of the work of the 
staff. Very important are the constructive reports prepared 
by the staff which allow recommendations to be made on legis
lative subjects in the light of the actual operation and effect of 
the provisions of the revenue acts. Three important reports are 
now awaiting the consideration of the committee, one on capital 
gains and losses, one on insurance companies, and one on deple-· 
tion. I shall call the committee to consider these and other 
important matters as soon as the tariff bill is disposed of. 

Now, to conclude in regard to the United States Steel Cor· 
poration. This company paid an original tax of $304,000,000 for 
the three years 1918, 1919, and 1920. The :final tax liability is 
placed at $312,000,000. So that the Government gets $8,000,000 
more tax from the result of the audit of this case. The entire 
refund of principal of $21,000,000 is due to erroneous additional 
assessments. Nearly 40 per cent of the net income of this group 
of 195 corporations went to the Government in taxes during this 
3-year period. In 1918 it paid nearly 6U per cent of its income 
to the Government in tax. 

Moreover, in 1918 the Steel Corporation paid nearly 8 per 
cent of the total tax paid by all corporations in the United 
States. I feel no apprehension as to the refund in this case, 
for it only. represents at most a 7 per cent adjustment from the 
highest figure assessed. In the case of some corporations, for 
instance, the ·North & South Oil Co., of Luling, Tex., we find 
the tax reduction has been 88 per cent, so that .it seems to me 
that the Steel case is getting criticism simply on account of its 
size without regard to the merits of the case. 

In my judgment, the joint committee should determine refund 
cases on the basis of the facts in each case. We are charged 
with the performance of an important financi-al work, entirely 
disassociated from politics. The payment of a tax has no 
political import and a refund should be regarded in the same 
way. The payment of taxes is a serious business to th~ tax
payers. They are entitled to have every phase of their cases 
considered on a business basis, and have taken from them in the 
final settlement only that amount which is justly due from them. 
[Applause.] 

A statement of the material issues involved in the proposed 
settlement for the years 1918, 1919, and 1920 is contained in 
the following communication from the Treasury Department to 
the Senate Committee on Appropriations: 

TREASURY DEPARTMENT, 
WCLBhington, March 4, 19SO. 

MY DEAR Ma. CHAIRIIUN: In response to the request of Senator Mc
KELLAR, at a meeting of the Subcommittee of the Senate Committee on 
Appropriations considering the Treasury appropriation bill, on March 1, 
1930, I am submitting below a r~sum~ of the adjustments made by the 
Internal Revenue Bureau, in the ease of the United States Steel Corpo
ration and subsidiaries, resulting in the overassessments of income and 
profits taxes for the years 1918, 1919, and 1920. Before discussing the 
present overassessments, it is believed appropriate to refer briefly to the 
bureau's procedure with the audit of these years and of 1917, with par
ticular reference to the additional assessments made and overassess
ments heretofore allowed. It is believed that this can be best done by 
quoting from the outline memorandum (covering the year 1917) sub
mitted to the Joint Committee on Internal Revenue Taxation as fol· 
lows: 

"(2) Taxes paid for 1917: The tax on the original return was 
'199,850,857.46, filed April 16, 1918. 
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" Subsequently, following a so-called 'superficial audit,' an amended 

return was filed September 29, 1919, showing $7,190,165.71 additional, 
which was paid. This was less than the amount shown by the super
ficial audit, the difference being abated. 

" Following a change in article 170 of regulations 33 there was 
assessed and paid an additional $6,369,497.75 on December 3, 1920. 

"The first comprehensive bureau audit (by Forster) indicated a still 
further tax of $9,426,115.14. The taxpayer conceded a payment of 
$4,000,000, and this was assessed and paid August 29, 1921, pending 
further audit. 

" These additional payments were made by the company in accord
ance with its settled policy to pay amounts claimed without filing pro
tests and holding conferences to determine correct tax and to file claims 
for refund after payment, trusting to department to reach correct ad
justment ultimately and refund whatever was due. (We have had the 
use of this money for from seven to nine years.) 

"Proposed refund: The proposed r.efund is for $15,756,595.72 tax 
and approximately $11,000,000 interest, or a total of something over 
$26,000,000. 

" The company to protect its rights began proceedings last July in 
the Court of Claims and claimed a total refund of $101,000,000 tax 
and approximately $60,000,000 interest, to which would be added in
terest of 6 per cent up to the date of final judgment by a court of last 
resort. · 

"Subsequent audit work in the bureau indicated overassessments of 
approximately $28,000,000, and this amount, with interest making a 
total of approximately $31,000,000, was credited against deficiencies 
then being claimed for subsequent years instead of being refunded. 
'l'his credit will be worked out and adjusted when the taxes for those 
yearf.l are finally made. 

" The proposed refund is based on exhaustive consideration of the 
entit·e case by a special committee of three of the most able and ex· 
perienced men in the bureau working in conjunction with auditors who 

· have devoted literally years of time to the case. Their unanimous 
recommendation of this refund has received the approval of the general 
counsel and the commis-sioner after careful examination. 

" Final letter to taxpayer on 1917 alone embraces 2,400 closely type
written pages. 

"The files relating to the case comprise probably several hundred 
thousand pages -and no one could comprehend all of the details involved 
without devoting at least a year to its study. 

"While the entire overassessment (including the refund now proposed 
and the credits heretofore made) is large in amount, proportionately it 
represents only 13 per cent of tax sliown on original return. If on a 
tax of $100,000 a refund of $13,000 were made it would pass unnoticed 
and would be so small that this committee would not be interested." 

Year 1918 
Taxes paid, original return ______________________ _ 
Additional payments : 

1921 ------------------------- $32, 702. 11 
Aug. 29, 1921----------------- 3,500,000.00 
Oc~ 1~ 1921------------------ 2,250, 00QOO June 22, 1926 _________________ 23,686,394.60 
Mat·. 31, 1921----------------- 8, 417. 21 

Total additional payments-----------------

Total payments---------------------------

Prior overassessment certificates: 

$245,5~1.180.44 

29,477,513. 92 

275,038,694.36 

~~~:. 1fo. 1i~~s:::::::::~:::::::::::::::::::: ~:~~~:I~i:~g 
-~-----

Propos-ed refund : 
Principal -----------------------------------

Total overassessments-----'----------------

Interest (approximate)----------------------- --
Net additional taX------------------------------
Taxpayer's claim in court: 

Principal -----------------------------------
Interest (approximate)-----------------------

9,376,891. 42 

14,369,612.45 

23,746,503.87 

8,400,000. 00 
5,731,010.05 

51,557,472.10 
31,000,000.00 

In February, 1921, the taxpayer made voluntary payment of $32,702.11 
due to announced bureau policy (T. D. 3215 modifying T. D. 3105) of 
disallowing so-called donations to war activities, like the Red Cross, 
etc. 

The taxpayer conceded the proposed additional taxes to the extent or 
$3,500,000 which it paid on August 29, 1921, and $2,250,000 paid on 
October 10, 1921. At the time these payments were made it was known 
that the investigation of the case was incomplete, but there being some 
indication of an additional tax the payments were made under the 
expectation that the matter would be subsequently readjusted. In this 
connection the taxpayer, through the early stages of the matter, fol
lowed the policy of encouraging the bureau to reach its conclusion in 
the case in order that disputed points could be taken up later and 
adjusted. 

During the pendency of numerous issues involving the amortization 
claim which was under consideration in 1924 and 1925, an additional 

field examination was made late in 1925, and the determination of the 
amortization allowance was made the basis of further detailed investiga
tion. Also, in the meantime a ruling was made in S. M. 1530, III-1 
C. B. 307, with reference to the treatment of intercompany profits in 
opening 1918 inventories, subject to the normal tax of 12 per cent. 
The audit was revised in June, 1926, and set up an additional tax of 
$23,686,394.60, which was assessed and satisfied mainly by credits from 
1917 overpayments above mentioned. The balance of $1,054,474.21 was 
paid on August 20, 1926. 

The additional assessment of $8,417.21 was made in December, 1926, 
due to correction of minor errors in the preceding audit. 

In February, 1928, after further consideration of the amortization 
claim and the invesfed capital, an overassessment of $1,512,719.60 was 
allowed and credited against additional tax for 1920. 

Shortly afterward, through an increase in the amortization allowance, 
a further overassessment was allowed of $7,864,171.82 and credited 
against the original tax assessment for 1927 on March 15, 1928. 

From the foregoing description of the various audit adjustments, it 
will be readily seen that at no time did either the taxpayer or the 
Government consider any audit for 1918 made to be final, but the pres
ent settlement for this year, 1919 and 1920, is agreed by both par ties 
to be final. The taxpayer has consented to dismiss its suits pending 
in the Court of Claims and to file closing agreements under section 606 
of the revenue act of 1928. 

With the foregoing summary of the adjustments heretofore made, at
tention will be given to the salient features connected with the pending 
settlement for 1918. 

IN Rli1 UNITICD STATES STEEL CORPORATION AND SUBSIDIARIES 

BOND PREMIUM IN INCOME 

The petition to the Court of Claims and the taxpayer's brief objected 
to the bureau's action in including in gross income of six railroad sub
sidiaries and of the Union Steel Co. proportionate parts of so-called 
premiums, being the excess over par values, received on bonds issued by 
such corporations prior to 1918, upon the ground that no income there-

. from was attributable to 1918. The taxpayer relied upon the decisions 
rendered in the cases of Old Colony Railroad Co. ( 6 B. T. A. 1025), not 
acquiesced in by commissioner but affirmed by the circuit court of appeals 
(26 Fed. (2d) 408), certiorari to United States Supreme Court being ' 
granted but the case later dismissed on request of the Government; and 
Chicago, Rock Island & Pacific Railway Co. ( 13 B. T. A. 988). 

With respect to this issue, article 544 (a) (2) of regulations 45 pro-
. vided that if bonds be issued at a premium, the net amount of such 
premium is gain or income that should be prorated or amortized over the 
life of the bonds. This attitude has been preserved in later regulations, 
Nos. 62, 65, 69, and 74. The position of the bureau is premised upon 
the hypothesis that the premium received is of the s.ame nature as the 
discount sustained upon the issuing of bonds, below par, and is a 
properly recognized element of cost of obtaining the loan, which should 
be so spread over the life of the loan that each year benefiting from the 
loan shall bear its proportionate part of the cost of obtaining that bene
fit. (Cf. G. C. M. 3832, VII-1 C. B. 123). It is obvious that if two 
corporations, of equal solvency, issue bonds, those bearing an interest 
rate above current market rates will produce a premium while those 
bearing a rate lower than market will require their issuance at a dis
count, so that the buyers of the two classes of bonds may realize the 
same net return on their investment. This treatment by the bureau of 
bond premium is in accordance with the practice prescribed by the 
Interstate Commerce Commission since 1914. · · 

In the board's decision in the Old Colony Railroad Co. case, supra, 
reliance was had upon the cases of Baldwin Locomotive Works v: 
McCoach (221 Fed. 59), Chicago & Alton Railroad v. United States (53 
Ct. Cls. 41), Corn Exchange Bank (6 B. T. A. 158), and New York Life 
Insurance Co. v. Edwards (271 U. S. 109). The decisions in the first 
two cases involved returns of income under the 1909 act, which recog
nized only cash receipts and disbursements, as distinguished from ac
cruals, whereas the bureau's present position is based on the accrual 
system of accounting, recognized by statute and in the decisions of 
United States v. Anderson and Yale & Towne Manufacturing Co. (269 
U. S. 422), American National Co., etc., v. United States. (274 U. S. 99), 
and Galatoire Bros. v. Lines (C. C. A., 23 F ed. (2d) 676). The last 
two decisions cited by the board, above mentioned, did not involve the 
tax-ability of the obligor but of the bond investor. The board, however, 
recognized a taxpayer's right to spread bond discount over the life of 
the loan, in the case of Chicago, Rock Island & Pacific Railway Co., 
supra, at the same time drawing a distinction between taxable income, 
under the constitutional amendment; and statutory deductions from 
gross income. On November 19, 1929, the board adhered to its former 
position that bond premium is not income in the year 1921 when 
actually received prior to that year, in the case of the Old Colony Rail
road Co. (18 B. T. A. 267), on authority of the decision in the earlier 
case by the circuit court of appeals, supra. The taxpayer has yielded 
on the issue herein in order to effect a settlement without litigation, 
although, as above indicated, the decisions to date are quite favorable to 
the taxpayer. 
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UlfflELEASED PRl!lMIUM ON BONDS PURCHASED 

There is an issue closely related to the above matter, namely, in the 
case of the Duluth, Missabe & Northern Railway Co., which had issued 
bond!; at a premium in years prior to 1918 and during the latter year 
bought in some of these bonds for more than par value. Upon this 
purchase the bureau computed a gain described as " unreleased pre
mium," representing the balance of premium attributable to the period 
from 1918 to maturity, alter spreading the rest of the premium over 
years prior to 1918. The taxpayer's position that such " unreleased 
premium " is not taxable income in 1918 is based upon the same grounds 
as in the preceding issue, and the company cites also the cases of 
Bowers v. Kerbaugh-Empire Co. (271 U. S. 170), and the Independent 
Brewing Co. (4 B. T. A. 870). The Supreme Court decision just men
tioned did not involve bond premium or discount, and the dissenting 
opinion by a member of the board, in the case of National Sugar Manu
facturing Co. (7 B. T. A. 577), not acquiesced in, attempts to distin
guish between the facts In that case and the simple situation of diminu
tion of liability in a going business; such as results from the purchase 
by a corporation of its own bonds at a price less than the amount 
received for them when issued. The commissioner declined to acquiesce 
in the board's decision in the Independent Brewing Co. case, to the 
effect that where a corporation purchases its own bonds at a price less 
than the issuing price it realizes no taxable income from such purchase. 
The case of that corporation on this issue is now pending in the United 
States District Court for the Western District of Pennsylvania. 

In the case of Meyer Jewelry Co. (3 B. T. A. 1319) the board held 
that the forgiveness by creditors of indebtedness of a corporation was 
not income. The commissioner did not acquiesce in that decision. 
Some of the cases in which the commissioner has declined to acquiesce 
in the board's position, that taxable income is not realized when bonds 
are bought . back at less than issuing price, are as follows: New Orleans, 
Texas & Mexico Railway Co. (6 B. T. A. 436); Houston Belt & Terminal 
Co. (6 B. T. A. 1364) ; Indianapolis Street Railway Co. (7 B. T. A. 
397) ; National Sugar Manufacturing Co., supra ; Petaluma & Santa 
Rosa Railroad Co. (11 B. T. A. 541), although the commissioner did 
acquiesce in the holding that no taxable income accrued on a purchase 
by a corporation of its own bonds below par, to be held as an invest
ment; and General Manifold & Printing Co. (12 B. T. A. 436). See 
also Douglas County Light & Water Co. (14 B. T. A. 1052) and Eastern 

· Steamship Lines (Inc.) (17 B. T. A. 787). To effect a settlement of 
the entire case, the taxpayer herein has consented to waive its con

' tentions on this point. 
PENSION TO FORMER PRESIDENT EDGAR ZINC CO. 

A claim has been made to a deduction from gross income of the 
Edgar Zinc Co., an affiliated member of the group, of an amount -rep
resenting a pension to a former president of that corporation. This 
payment was made to the former employee pursuant to a resolution by 
the directors on November 2, 1915. The deduction has been allowed, 
on authority of article 108, regulations 45, and the board's decision in 
the case of C. Wildermann Co. (8 B. T. A. 771) acquiesced in. 

NET LOSSES, VARIOUS SUBSIDIABY COMPANIES 

A claim bas been asserted by the taxpayer that net losses of 17 
members of the affiliated group, sustained in 1919, should be deducted 
from the net incomes of the same members earned in 1918 instead of 
such losses being absorbed by tbe net income in 1919 of other members 
of the group. This claim is contrary to the long-established practice· 
of ' the department, and appears to rely upon the so-called " legal 
theory " of consolidated returns, as distinguished from the so-called 
" accountant's theory " or " economic unit " theory of consolidation. 
See the board's discussion of these two theories in the case of Gould 
Coupler Co. (5 B. T. A. 499), which held, inter alia, that the operating 
losses of one member of a consolidated group should be deducted from 
the net income of the other members of the group, meaning for the 
same taxable period. Article 637, regulations 45 (so also in the later 
regulations 62, 65, ' 69, 74), prescribed that in cases of consolidated 
returns the consolidated taxable net income, for a particular period, 
should be the "combined net income of the several corporations con
solidated." Under this view of consolidated returns the identity of 
each corporation in the group becomes merged or "fused" with the 
other· members of the group, although the entities are expressly pre
served for certain purposes, such as allocating the resultant total tax 
liability among the members of the group. 

In the present case the taxpayer would have the bureau recognize the 
identity of each member, so that a net loss of one affiliated corporation 
in 1919 would be applied, under section 204 of the revenue act of 1918, 
against that particular corporation's net income for 1918. Reliance 
was had by the taxpayer upon the board's decisions in the cases of 
Butler's Warehouses (Inc.) (1 B. T. A. 851) ; Cincinnati Mining Co. 
(8 B. T. A .. 79), acquiesced in; Alabama By-Products Corporation (16 
B. T. A. 1073); and National Slag Co. (16 B. T. A. 1310) ; also upon 
bureau rulings I. T. 1728, 11-2 C. B. 245, and 0. D. 683, 3 C. B. 311 . . 

The last two rulings were cited to the effect that in a consolidation 
each member of the group preserves its identity, but in both of those 
cases corporate identity was recognized only in respect to the filing of 

refund or credit claims, without reference to computation of the con
solidation tax. The Butler's Warehouses (Inc.) decision did not involve 
any consolidated return, but held that under section 204 of the 1918 
act a net loss sustained by a corporation organized January 17, 
1919, during the balance of that year could not be applied against 
that corporation's net income for 1920, because Congress was granting 
relief to corporations in existence in 1918 and subject to the high rates 
of tax prevailing in that year. In the Cincinnati Mining Co. case the 
method of computation of a consolidation tax was not involved, but the 
board held the corporate entities should be recognized in the matter of 
allocating the total tax among the members of the group. This case 
had nothing to do with application of a net loss, but merely held that 
DO tax &hould be allocated to a member having no net income. 

The board held, in the Alabama By-Products Corporation case, supra, 
that a corporation having a net loss in 1919, when unaffiliated, was en~ 
titled to apply enough of that loss to 1918 to absorb its own net income 
for 1918 a.nd to apply the balance against its own net income only for 
1920, when it became affiliated, and none against the net income of other 
members of the group of 1920. The commissioner's attitude as to 
acquiescence in that decision has not yet been announced. The decision 
in that case was cited by the board with approval in the case of Na~ 
tional Slag Co., which was decided in favor of the commissioner. In the 
latter case one corporation, formed January 1, 1924, had a net income 
ln 1924 and was affiliated with a corporation that sustained losses in 
1922, 1923, and 1924. The board held that the commissioner correctly 
refused to allow a " pyramiding " of the affiliated corporation's losses of 
1922 and 1923 with its loss in 1924, but held that the loss in 1924 was 
properly applied against the first corporation's net income in 1924, 
without any suggestion that the loss of 1924 be applied against that 
~orporation's net income for 1925, if any. 

In the case of Hutt Contracting Co. et al. (17 B. T. A. 818) the board 
lleld that where a corporation sustained a net loss for 1921 and 1922, 
and was a member of an affiliated group in 1922, the net loss for 1921 
was inapplicable to reduce the consolidated net income for 1922. That 
each corporation is a taxable entity, in the first instance, has been 
recently reiterated by the board in its decision in the case of Apartment 
Corporation (17 B. T. A. 876), citing the Alabama By-Products Corpora
tion decision as authority for its position. There again the issue was 
not as to the fundamental basis of consolidation. 

In the case of Sweets Co. of America (Inc.) (12 B. T. A. 1285), now 
before the circuit court of appeals, the facts here relevant may be 
epitomized thus: Corporations A and B were consolidated during the 
first half of 1919, when A had a net income largely in excess of B's net 
loss. During the next four months A, B, and C were affiliated, and A 
had a net loss in excess of B's income, while C had neither profit nor 
loss. Corporation C absorbed A and B and existed alone during the last 
two months of the year 1919, when it bad a net loss in excess of all net 
incomes for the year. The board held that since there were three tax
able "units" during the year, C could not be recognized as the "same 
taxpayer" as A ; that A's net losses during the 4-month period could 
not be applied against its own net income for the preceding 6-month 
period, otherwise "the unit conception of an affiliation would fall"; 
that as the losses within' the group are deductible from the incomes 
within tbe group, all the members have the benefit of such deductions; 
that if A's loss during the 4-month period were deducted from its own 
net income for the preceding 6-month period there would result a double 
deduction, due to prior offsetting of such loss against B's net income for 
the 4-month period, which double deduction "is contrary to the purpose 
of the statute" ; and that because an affiliated group "is regarded by the 
board as a unit for the purpose of computing the tax, there is no basis 
for applying the consolidated loss of A, B, and C for the 4-month period 
against the consolidated net income of A and B for the first six months 
of that year, apparently on the ground that C's operations might affect 
the net loss of the group· during such 4-month period, and C not be a 
member of the consolidated group having the net income to be offset by 
the net loss. (Cf. American Steel Co., 7 B. T. A. 641 (acquiesced in) ; 
Owensboro Conserve Co., 8 B. T. A. 615; Hancock Construction Co. et 
al., 11 B. T. A. 800 (acquiesced in) ; Brighton Corporation, 16 B. T. A. 
945; and Struthers-Ziegler Cooperage Co., 18 B. T. A. 537.) The board's 
decision in the Sweets Co. of America (Inc.) case is the subject of 
adverse criticism in the Commerce Clearing Honse Illustrative Case 
Service, 1929, article 4033. 

It is noted that the most recent decisions of the board since the 
Remington Rand (Inc.) decision (33 Fed. (2d) 77) are leaning more to 
the legal theory of affiliation. ('See Riggs National Bank, 17 B. T. A. 
615; Liberty National Co., 18 B. T. A. 510; and Insurance & Title Guar
antee Co. v. Commissioner, Fed. (2d).) 

Without indulging in further discussion here .as to the fundamental 
basis of consolidation, for tax computation, as to whether any incon
sistency exists.. between sections 204 and 240 of the revenue act of 
1918, or as to the merits of the various board decisions above cited, it 
may be observed that for the purpose of settling the case the taxpayer 
has receded from its contention on this issue and consented to absorp
tion of the 1919 net losses by the net incomes o.f the other members of 
the consolidated group in 1919. 
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LICENSES OF PATENTS-LORArN STEEL CO. 

On April 11, 1917, Charles F. Jacobs, as party of the first part, and 
the Lorain Steel Co., a subsidiary herein, as party of the second part, 
entered into an agreement which provided, in effect, that in considera
tion of the down payment the former would grant to the latter the sole 
and exclusive right and license, under certain patents and pending 
patent applications and the patents which might be issued under such 
applications, to practice the inventions covered by such patents and 
applications and to use in certain lines of business endeavor the proc
esses and apparatus described thereunder for a term not to extend be
yond May 1, 1919, and upon payment of a further sum an unrestr~ct_ed 
and nonexclusive right and license covering the life of the patents, 
similar to the right and license first mentioned, and also rights and 
licenses corresponding to those fi rst granted under any letters patent 
of the United States covering similar inventions "which may thereafter 
be owned or controlled by the said party of the first part." Further, in 
consideration of the payment of the said additional sum the first party 
agreed to submit to the second party ''all improvements in apparatus 
and processes used in the electrical welding of rails of railroads and 
street railways made by the said party of the first part," the second 
party being given the right, if it so elected within four months after 
such submission, to prepare, file, and prosecute applications in the name 
of the first party for letters patent of the United States for such im
provements. In addition, the second party was given the right in case 
of infringement of any of the said patents to bring action by its own 
attorneys in the name of the first party to restrain such infringement 
and "to recover damages, profits, penalties, and costs" and to retain 
such recoveries as its own. 

The bureau in computing net ineome for 1917 and 1918 allowed no 
part of the first payment as a deduction from gross income, but pro
posed to capitalize same, together with the second payment, from the 
time the option to acquire a nonexclusive right and license was exer
cised, and then amortized the total payments over the remaining life 
of the patents. 

The taxpayer contends that the down payment should be spread over 
the period from April 11, 1917, to May · 1, 1919 (approximately 25 
months) , as expense and the proportionate part properly chargeable to 
1918 allowed as a deduction for that year. 

In the preamble to the agreement of April 11, 1917, it is stated in the 
first paragraph : 

" The party of the second part is desirous of obtaining the sole and 
exclusive right and license under the aforesaid patents, etc. • • • 
and a nonexclusive license under the aforesaid patents, etc. * *." 

A reading of the agreement indicates quite clearly that two separate 
and distinct concessions were obtained thereunder by the second party : I 
First, a sole and exclusive right and license under certain patents, 
pending patent applications, and patents thereafter issued pursuant to 
such applications, for a limited period within which to make tests of 
the practicability of the processes and devic~s covered by such patents 
and applications, for which right and license it made the first payment; 
second, a nonexclusive right and license similar to the first extending 
over the life of the patents, together with other rights, for which the 
taxpayer paid an additional sum. Such being the case, the bureau con
cluded that the first payment is properly to be allowed as expense, but 
prorated over the period from April 11, 1917, to May 1, 1919. 

This same issue was considered by the bureau in the case of this tax
payer for 1917, and the recommendation outlined above is in accordance 
with the recommendation made for that year. 

TRACK DONATIONS-ELGIN, JOLIET & EASTERN RAILWAY. CO. 

During 1918 this subsidiary received donations of track and grading 
costs which donations were included in taxable income. The item is 
accounted for under Interstate Commerce Commission practice as ac
count 606, donations. Such donations have been held not to be taxable 
income, and therefore thjs amount should be excluded from income. 
(See cases of Liberty Light & Power Co., 4 B. T. A. 155 (acquiesced 
in) ; and Great Northern Railway Co., 8 B. T. A. 225 (acquiesced in, 
on this issue), citing Edwards v. Cuba Railroad Co., 268 U. S. 628.) 

DONATIONS- "ATlONAL TIJBE CO. ET AL. 

For the year 1918 certain donations and contributions were claimed 
by the petitioners as deductions from gross income and disallowed by 
the bureau. The petitioners' representatives now propose, as a measure 
toward obtaining a settlement of the case without prosecution before a 
court, to withdraw their claim for the allowance as deductions of all the 
donations and contributions in question with the exception of donation 
made to the Young Men's Christian Association at Lorain, Ohio. 

The facts and circumstances under which said donation was made are 
identical with the facts and circumstances relative to a similar donation 
made for the year 1917, the deduction of which was allowed by the 
bureau for that year. 

In an affidavit executed June 13, 1928, by P. L. Fisher, assistant 
comptroller of the United States Steel Corporation, in support of the 
deduction claimed for 1917 he av-ers : 

"The attendance of the National Tube Co.'s employees and their 
dependents as compared with the nonmembers of the National Tube Co. 
during the year was as follows: 
Employees and dependents ______________________ :_ __________ 21, 047 
Others---------------------~----------------------------- 1,~83 

"Or over 90 per cent employees and dependents. 
"Through this branch of the Young Men's Christian Association the 

employees of the National Tube Co. enjoyed privileges and have the 
use of facilities that would have to be otherwise provided through the 
welfare activities of the company. The National Tube Co. is by far the 
largest industry in Lorain, Ohio, and it is because of the participation 
of its employees and their families in the activities of the Young Men's 
Christian Association and their· use of its facilities that the branch is 
maintained. The building is located immediately at the works on 
ground part of which was donated for the purpose by the company." 

Article 562 of department regulations 45 provides: 
"Donations made by a corporation for purposes connected with the 

operation of its business, when limited to charitable institutions, hos
pitals, or educational institutions conducted for the benefit of its em
ployees or their dependents, are a proper deduction as ordinary and 
necessary expenses." 

In reappeal of Poinsett Mills (1 B. T. A. 6), acquiesced in, the Board 
of Tax Appeals held that a donation made to a church was deductible. 
In this case the church was located in the mill village owned by the 
taxpayer, which village was inhabited solely by employees of the com
pany and their dependents, and the congregation of the church was com
posed almost entirely of such employees and dependents. 

In re appeal of Lihue Plantation Co. (Ltd.) (2 B. T. A. 740), 
acquiesced in, the board allowed deduction of a contribution of $3,351 
to a branch of the Young Men's Christian Association maintained within 
the taxpayer's plantation and on property owned by the taxpayer, which 
branch was operated exclusively for the benefit of the employees of this 
plantation. Also, in the case of Elm City Cotton Mills (5 B. T. A. 309), 
acquiesced in, contributions to an association doing welfare work among 
the taxpayer's employees were allowed as deductions. 

As may be seen from the above decisions, so-called donations are 
deemed allowable as deductions where the contributor derives some 
direct benefit from the contribution or benefits accrue in a substantial 
measure to the contributor's employees and their dependents. From 
the facts recited in the affidavit of P. L. Fisher it appears clear that 
the National Tube Co. did derive direct benefits from the donation 
made in 1918 to the Young Men's Christian Association at Lorain, Ohio, 
inasmuch as it was relieved in a large measure of welfare work now 
deemed necessary to be conducted by large corporations in order to 
maintain . efficient working forces, and many of its employees and their 
dependents received benefits and were permitted to use the facilities of 
the Young Men's Christian Association branch at Lorain, Ohio, free of 
charge. Such being the case the donation . made to the Youug Men's 
Christian Association at Lorain, Ohio, for the year 1918 has been 
allowed as a deduction, and all the other donations listed on the tax
payer's petition have been disallowed. 

PROFITS FROM STATE LEASES-VARIOUS SUBSIDIARIES 

The issue is common to the years 1919 and 1920 as well as 1917 and 
1918. In the petition to the Court of Claims for 1918, and in the brief 
for that year, objection was raised to the bureau's action in including 
in consolidated net income a large sum described as the net income of 
six subsidiaries realized in 1918 from operation of iron-ore leases 
granted by the State of Minnesota or a political subdivision thereof. 
The objection, of course, is based upon the claim that the income is 
exempt from tax because arising not from a private business enterprise, 
but ft·om employment by a state of instrumentalities in the performance 
of strictly governmental functions, i. e., obtaining revenues for the 
support of the State's public schools. Reliance is had by the taxpayer 
upon the following decisions : 

Collector v. Day (11 Wall. 113), where the United States Supreme 
Court refused to sanction a tax imposed by the Federal Government 
"\}pon the salary of a State executive officer. 

Pollock v . Farmers Loan & Trust Co. (157 U. S. 429), where it was 
said that: "As the States can not tax the powers, the operations, or 
the property of the United States, nor the means which they employ 
to carry their powers into execution, so it bas been held that the 
United States have no power under the Constitution to tax either the 
instrumentalities or the property of a State." On rehearing, the court 
said, inter alia, that "it follows that if the revenue derived from 
municipal bonds can not be taxed (by the United States), because the 
source can not be, the same rule applies to revenue from any other 
source not subject to the tax," etc. 

Ambrosini v. United States (187 U. S. 1), where it was held that the 
Federal Government lacked power to impose a stamp tax on surety bonds 
given a State under requirement of one of its laws. 

Indian Territory Illuminating Oil Co. v. Oklahoma {240 U. S. 522), 
where the State attempted to tax a lease on tax-exempt Osage Inuian 
lands, but the court held the property leased to be under the protection 
of the Federal Government, and that the leases "have the immunity of 
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such protection." The · tax assessment by the State was held invalid, 
saying, in part: ".A tax upon the leases is a tax upon the power to 
make them, and could be used to destroy the power to make them. If 
they can not be taxed as entities they can not .be taxed vicari-
ously, • *." 

Gillespie v. Oklahoma (257 U. S. 501), where the court held invalid 
an attempt by Oklahoma to tax the net income of a lessee of tax-exempt 
Indian lands, saying: " The same considerations that invalidate a tax 
upon the leases invalidate a tax upon the profits of the leases, and, 
stopping short of theoretical possibilities, a tax upon such profits is a 
direct hamper upon the effort of the United States to make the best 
terms that it can for its wards." 

Daugherty, tax collector, v. Thompson (9 S. W. 99), in which the 
Texas Supreme Court held that school lands, when leased to raise an 
available school fund, are exclusively devoted to the use and benefit of 
the public as though covered by schoolhouses, and a tax on such leased 
lands diminishes the rental value thereof. 

In Metcalf & Eddy v. Mitchell (269 U. S. 514), which involved the 
Federal income tax for 1917, applied by the bureau to income paid a 
consulting engineer by a State, the court held that the fact of whether 
or not the tax constituted an interference by the Federal Government 
with the State governmental functions was one for determination under 
the facts of each case. 

Frey v. Woodworth, collector (2 Fed. (2d) 725), where the rule was 
recognized and applied, to- the effect that State instrumentalities used in 
the performance of governmental functions are exempt from taxation by 
the Fede.ral Government. The case involved the Federal income tax 
for 1921 sought to be applied to wages of employees of a street railway 
owned by a municipality. 

Panhandle Oil Co. v. Mississippi (277 U. S. 218), in which the court 
held unconstitutional a State sales tax on gasoline purchased by the 
Federal Coast Guard and veterans' hospital. 

.As .opposed to the above decisions exempting from Federal taxation 
State agencies and the income or revenue therefrom, in the case of 
Coronado Oil & Gas Co. (14 B. T . .A. 1214), acquiesced in. It was there 
held that income of a lessee of oil and gas bearing school lands of the 
State of Oklahoma from the sale of oil and gas produced from such 
leased lands was not exempt from the Federal income tax, upon the 
ground that ilie facts proven did not establish the taxpayer as an 
instrumentality of the State in its performance of a governmental func
tion, so thaw a tax upon its income would constitute an interference with 
the exercise by the State of a governmental or sovereign power. Nu· 
merous relevant decisions by the courts were cited by the board. (See 
also H. Oliver Thompson, 17 B. T. A. 987, as to land leased to a city 
for a school site, and Bear Canon Coal Co., 14 B. T. A. 1240.) 

The Coronado Oil & Gas Co. has prosecuted a petition to the circuit 
court of appeals for review of the board's decision upon the isSue of its 
claimed exemption from Federal income tax on income fram its State 
school-land leases. In the case of Bunn v. Willcutts (35 Fed. (2d) 29) 
the circuit court of appeals affirmed the district court decision (29 Fed. 
(2d) 132), in holding exempt from Federal tax the gain on sale of 
municipal bonds. Notwithstanding the possibility of a decision by the 
courts in sustaining the claimed exemption, ~e United States Steel Cor
poration has waived its claim to exemption. The disposition of this 
item accords with the action heretofore taken in disposing of the tax 
for the year 1917. 

TAXES IN INVENTORY--oLIVER IRON MINING CO. 

The Oliver Iron Mining Co., a subsidiary of the United States Steel 
Corporation, operated iron-ore mines in Minnesota and Michigan and 
paid to these States each year large amounts as taxes on its .iron-ore 
properties. It has been the policy of the company for accountmg pur
poses to charge these taxes on its books as a part of the cost of the ore 
produced in the year for which the taxes ru:e payable~ Since t;he com
pany does nO'!: sell in a given year all of the ore it produces dunng that 
year, a part of each year's taxes has been included in the ore inventory 
on hand and unsold at the end of the year. 

In determining the income to be reported on its tax return for any 
year the company deducts from income disclosed by the books the taxes 
included in the closing ore inventory and adds back to the book income 
the amount of ta.xes included in the opening ore inventory, these taxes 
having been deducted from income reported in the previous year's return 
by reason of a similar adjustment made in that year. 

In the audit of the company's tax returns the bureau took the position 
that the taxes in question could, under the statute, be included in the 
inventories. .Accordingly the adjustments made by the taxpayer with 
respect to these taxes were reversed and the taxable income held to be 
that shown by the books, so far as affected by this item. 

Section 232 of the revenue act of 1918 provides that in the case of a 
corporation net income shall be computed on the same basis as is pro
vided in subdivision (b) of section 212 or in section 226, which latter 
section relates only to cases where the taxpayer changed the basis of 
computing net income from a fiscal year to a calendar year, or vice versa. 

Section 212 (b) provides that-
" The net income shall be computed upon the basis of the taxpayer's 

annual accounting period (tLscal year or calendar year, as the case may 

be) in accordance with the method ot accounting regularly employed in I 
keeping the books of such taxpayer, but if no such method of accounting 
has been so employed, or if the method employed does not clearly reflect ; 
the income, the computation shall be made upon such basis and in such 
manner as in the opinion of the · commissioner · does clearly reflect the 
income, • • •." 

The first provision by statute for use of inventories in the deter
mination of income is found in section 203 of the revenue act of 1918, 
which states: "That whenever in the opinion of the commissioner the 
use of inventories is necessary in order clearly to determine the in· 
come of any taxpayer, inventories shall be taken by such taxpayer 
upon such basis as the commissioner, with the approval of the Secre
tary, may prescribe as conforming as nearly as may be to the best ac
counting practice in the trade or business and as most clearly reflecting 
the income." 

In article ·1581, regulations 45, issued under the revenue act of 
1918, it is said at "in order to reflect the net incom·e correctly, in· 
ventories at the beginning and ending of each year are necessary in 
every case in which the production, purchase, or sale of merchandise 
is an income-producing factor." 

Under date of November 10, 1927, a representative of the office of 
the general counsel, aSsigned to the consolidated returns audit division 
of the unit, passed upon the question here involved in connection with 
the determination of the company's tax liability for the year 1920 and 
held that the taxes in question should be included in the cost of goods 
manufactured and the proper proportion of these taxes included in the 
inventory of ore on hand and unsold at the end of the year. This 
opinion cites the decision of the Sup.reme Court in United States against 
.Anderson, supra, since the reasoning contained therein was considered 
applicable to the present issue. The court said in effect that while 
section 12 (a) of the revenue act of 1917 appeared to require the 
income-tax return to be made on the basis of the actual receipts and 
disbursements, said section must be read with section 13 (d), which 
provides in substance that a corporation keeping its books on a basis 
other than receipts and disbursements, may make its return on that 
basis, provided it is one which reflects income. In other words, the 
various sections of the act must be read together. 

This same reasoning may be applied with equal force to the pro
visions of section 234 (a) (3) of the revenue act of 1918 which au
thorizes the deduction from gross income of taxes paid for the taxable 
year, and section 212 (b) of the same act which provides for a basis 
of returns which clearly reflects income. .As the taxpayer's inclusion 
of taxes in the cost of goods sold is sanctioned by good accounting 
practice and its net income is clearly reflected by this action, the 
taxpayer's contentions with respect to this item have been denied. 
Whether a court would sustain the Government's position would seem 
to depend largely upon the extent to which the court would recognize 
the accounting principle involved. It is admitted that there is con
siderable merit to the taxpayer's contentions since the statutes specifi
cally name taxes as a proper deduction from· income for the year of 
the tax and since the taxes here in question are levied on ore proper· 
ties and not on production or on inventories, except possibly to the 
extent that taxes are higher on productive than nonproductive prop
erties. The taxpayer's contention finds support in such decisions as 
the Ottawa Park Realty Co. (5 B. T . .A. 474), Westerfield v. Rafferty 
(4 Fed. (2d) 590), Fraser v. Commissioner (25 Fed. (2d) 653, affirm
ing 6 B. T . .A. 346), acquiesced in, and Central Real Estate Co. (17 
B. T . .A. 776), although these decisions are not regarded as conclusive. 

In view of the position taken by the bureau with respect to this 
issue, the taxpayer's representatives, while not receding from the 
position taken, agreed, as a measure toward obtaining a settlement of 
the case without prosecution before a court, to withdraw their claim 
tor the allowance of the taxes as a deduction under section 234 (a) (3) 
of the revenue act of 1918. 

DEPRECIATION ON FURNITURJ!I AND FIXTURES~ ETC.-UNIVERSAL PORTLAND 

CEMENT CO. 

In accordance with the practice followed by all of the subsidiary 
companies of the United States Steel Corporation the cost of furniture 
and fixtures was charged to expense as expenditures were made. The 
bureau in its audit of the Universal Portland Cement Co. for 1917 and 
1918 disallowed the expenditures for furniture and tlxtures made in 
those years, then capitalized the same, and allowed depreciation 
thereon. In its audit for the years 1919 and 1920 the bureau followed 
the same procedure. No adjustment was made in any of these years 
for furniture and fixtures charged to expense in years prior to 1917. 
The Universal Portland Cement Co. was the only subsidiary company 
of the United States Steel Corporation on which any adjustment what· 
ever was made by the bureau for furniture and fixtures charged to 
expense. 

It is now the contention of the taxpayer's representative that i1 the 
undepreciated balance of the said :furniture and fixtures account as at 
January 1, 1918, is not restored to invested capital, and the amount 
of depreciation sustained during the year 1918 allowed as a deduction. 
then the-company should be permitted to follow the practice of charg-
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ing expenditures tor furniture and fiXtures to expense during the year 
1918. 

In view of the long practice of all the subsidiary companies of the 
United States Steel Corporation with respect to the treatment of this 
item on their books, and the fact that the difference between the 
amounts allowable as depreciation on such assets and the amounts ex
pended therefor during any of these years is comparatively small, it 
was found that no material benefit would result to the Government 
through requiring each of the subsidiaries of the United States Steel 
Corporation now to reinstate such expenditures in a capital account 
and then allow depreciation on furniture and fixtures as a deduction 
for each year in lieu of allowing the deduction of the expenditures for 
such assets. It is accordingly decided that the action of the bureau in 
disallowing as the deduction representing expenditures by the Universal 
Portland Cement Co. for furniture and fixtures in the year 1918 should 
be reversed. This action was agreeable to the taxpayer in the interest 
of closing the case and was consistent with the final closing of the case 
for the year 1917. 

CONTINGENT FUND ACCOUNT 

The bureau increased the 1918 taxable income reported for the Uni
versal Portland Cement Co. by $27,085.20 on the ground that it repre
sented unreported income. The taxpayer alleges that no such sum was 
omitted from the return. 

An examination of the facts in the case indicates that the bureau, in 
analyzing the contingent fund account on the company's books, erro
neously shows the expenditures charged to that account of $20,000 in 
excess of the actual charges. The error occul'fed by reason of the fact 
that the bureau auditor considered that a certain expenditure of $20,000 
representing a donation to the united war work fund was in addition 
to a certain sum instead of being included in it. This accounts for 
$20,000 of the $27,085.20 in controversy and reveals that the taxpayer 
is right in its contention to this extent. 

The remaining amount, $7,085.20, represents a debt charged off in a 
prior year as worthless, which was recovered in 1918. This item 
should have been reported as taxable income for 1918. (Art. 52, regu
lations 45.) The taxpayer was, therefore, wrong to this extent. 

It foUows from the above that the taxpayer's contention should be 
allow,ed to the extent of $20,000, but denied as to the remaining 
$7,085.20. 

LOSS ON SALE OF STOCK TO E~IPLOYEES OF UNITED STATES STEEL 

CORPORATION 

During the years 1917 and 1918 the United States Steel Corporation 
purchased shares of its own capital stock and in 1918 resold such 
shares to its employees under a plan for securing the continued services 
of such employees, in order to maintain and increase the well-being 
of the United States Steel Corporation. It is disclosed that the said 
shares were purchased by the corporation in open market at the pre· 
vailing market price. The price at which the said shares were pur· 
chased was greater than the price for which the same were sold to 
the employees in 1918, and the taxpayer now claims a loss deduction 
in that amount. 

It has been held repeatedly that a corporation derives no taxable gain 
and suffers no deductible loss through purchase or sale of its own 
capital stock. (See Articles 542 and 563, Regulations 45; Simmons & 
Hammond Manufacturing Co. (1 B. T. A. 803) ; Cooperative Furniture 
Co. (2 B. T. A. 165) ; Union Trust Co. of New .Jersey (12 B. T. A. 
688); A. R. M. 114 (4 C. B. 137).) 

In view of the position consistently taken by the bureau that a cor-
' poration suffers no deductible loss through purchase or sale of its own 

capital stock, the taxpayer's representatives agreed, as a measure toward 
obtaining a settlement of the case without prosecuting same before a 
court, to withdraw the contention here considered. 
LOSS ON SPECIAL COMPENSATION STOCK UNITED STATES STEEL CORPORATION 

During the years 1917 and 1918 the United States Steel Corporation 
purchased shares of its own capital stock for the purpose of making 
.distributions to its employees as additional compensation for services 
rendered. It is understood that these shares were purchased in the 
open market at the prevailing market price. 

During the year 1918 the corporation actually distributed the said 
shares to certain of its employees as additional compensation for services 
rendered. The market value of the _ shares at the time they were dis
tributed to the employees or the value placed upon them by the corpora
tion's board of di1·ectors for purposes of distribution as additional com
pensation was less than the amount paid for such shares, and it is this 
difference which the taxpayer now claims as a deduction from gross 
Income for the year 1918. It is not specified in the taxpayer's brief 
whether such amount is claimed as a loss resulting through a purchase 
and sale of stock or as additional compensation paid to employees. 

As shown by the record the corporation purchased shares of its own 
capital stock and distributed them as additional compensation at a value 
lower than their cost to the corporation. It has been repeatedly held 
that a corporation derives no taxable gain nor suffers a deductible loss 
through purchase or sale of its own capital stock. (Simmons & Ham-

mood Manufacturing Co., supra; Cooperative Furniture Co., supra ; and 
Union Trust Co. of New Jersey, supra.) 

Section 234 (a) (1) of the 1918 law allows a deduction from gross 
income of all the ordinary and necessary expenses paid or incurred during 
the taxable year in carrying on any trade or business, including a 
reasonable allowance for salaries or other- compensation for personal 
services actually rendered. In a case where such a payment is made -in 
property instead of cash, the fair market value of the property at the 
time of payment fixes the amount to be deducted. A. R. M. 114, supra, 
and Hub Dress Manufacturing Co. (1 B. T. A. 197 (acquiesced in)). 

The same issue was involved in consideration of the 1917 tax of this 
corporation, which acquiesced in the bm·eau's action in disallowing a 
deduction for the difference between cost of the stock so distributed and 
an assigned value when distributed. The taxpayer bas conceded the dis
allowance for 1918, in arriving at a settlement of the entire case without 
the necessity for a trial in court. The deduction claimed bas been 
disallowed. 

SO-CALLED MECHANICAL ERROR IN AUDIT 

The taxpayer claims that the bureau erroneously failed to allow as a 
deduction from the 1918 gross income of the Oliver Iron 1\lining Co. the 
sum of $16,215.19, said sum being a reasonable allowance for exhaustion 
or amortization of a leasehold owned by said company on the Aragon 
mine. 

The amount allowed as depletion by the bureau in 1918 for the ex
haustion of this leasehold was based on a bureau engineers' report dated 
July 5, 1925. In this report the bureau engineers approved the 
schedule submitted by the taxpayer without change. The valuations 
were based on an intercompany sale of this property by the National 
Tube Works Co. to the Oliver Iron Mining Co. on .January 1, 1917. 
With respect to depreciation the bureau allowed a 5 per cent rate, 
which is consistent with the rate allowed on other mining plants owned 
by the Oliver 'Iron Mining Co. 
· Since the taxpayer bas submitted insufficient evidence in substantia
tion of the claim, same has been denied. 

OBSOLETENESS-ILLINOIS STEEL CO. 

There was deducted from gross income in the consolidated return for 
1918 an item under the beading of depreciation, but which in fact 
represented obsoleteness and cost of dismantlement of certain plant 
facilities retired from operations, abandoned and scrapped in that year. 
The taxpayer subsequently claimed a deduction of a slightly larger 
amount for such abandonment, which was not allowed by the bureau 
because it was considered that the composite rate of depreciation 
allowed on this company's assets comprehended normal retirement losses 
such as these. The claim was based upon article 143, regulations 45, 
providing for a deduction on sudden loss of usefulness in a business 
of capital assets resulting from discontinuance of the business or per
manent discard or abandonment of the assets. The amount was asserted 
to represent cost of the assets, less accrued depreciation. 

The taxpayer contended that such losses were not comprehended in 
the composite depreciation rates applied by the bureau, and _that if 
such losses are not allowed then the depreciation rate should be in
creased. Additional evidence bas been submitted, showing that the 
deduction claimed was properly written off the books in 1918 and that 
the amount claimed includes dismantling and removal expense, no part 
of which bas heretofore been allowed as a deduction from gross income. 
The taxpayer's computation of loss through obsoleteness was based upon 
total costs, substantially all of which represented acquisitions in or 
prior to 1901. The rates of depreciation used by the taxpayer in com
puting the loss were the actual rates used upon its books and were 
comprehended in the composite rate allowed it by the bureau. 

Since the taxpayer had failed to show the dates of acquisition of 
property acquired prior to 1901, it was agreed as a means toward set
tling the case to indulge in the presumption that the property had been 
fully depreciated prior to the taxable year and to allow obsolescence 
only on property acquired subsequent to 1901. Inasmuch as the facil
ities scrapped or abandoned in 1918 did not represent a whole plant, 
but only parts of several plants, instead of applying against the base 
the composite depreciation rates other rates comparable to those allowed 
other taxpayers engaged in the same line of business have been applied 
to the assets here in>olved. 

I~'VENTORY ADJUSTMENTS 

Illinois Steel Co. : The presumption of article 1582, regulations 45, 
etc., in cases of intermingled goods, that those on band at date of 
inventory were those last received, is held to be rebutted here by facts 
that the material inventoried (ore) was graded as received, was dis
tributed by grades, each shipment so distributed properly recorded in 
detail, and stored in V-shaped bins permanently closed at the bottom, 
so that the overhead grab buckets of necessity removed the latest 
receipts from the top of the bins. This treatment of inventories was 
consistent with the basis used in closing the 1917 case. 

American Steel & Wire Co.: Two phases to the issue were involved, 
one the applicability here of the presumption of last goods received 
being those inventoried and the other a claimed reduction from cost to 
market value at December 31, 1918. As for the first point, evidence 



5752 / CONGRESSIONAL -RECORD-HOUSE }f.ARCH 20 
was furnished to rebut the presumption cited, in article 1582, regula· 
tions 45, etc. (as amended by T. D. 3296, I-1 C. B. 40), the materials 
being ores, partly finished and finished goods. The book inventories 
were accepted as establishing proper cost. This action materially in· 
creased 1918 income and also reduced 1918 invested capital. With 
reference to reduction of inventories from cost to market at December 
31, 1918, such a change was recognized by the bureau regulations, and 

• upon submission of due proof of values the reduction has been allowed. 
AMORTIZATION OF WAR FACILITIES 

Section 234(a) (8) of the revenue act of 1918 provides: 
"In the case of buildings, machinery, equipment, or other facilities, 

constructed, erected, installed, or acquired, on or after April 6, 1917, 
for the production of articles contributing to the prosecution of the 
present war, and in the case of vessels constructed or acquired on or 
after such date for the transportation of articles or men contributing 
to the prosecution of the present war, there shall be allowed a reason
able deduction for the amortization of such part of the cost of such 
facilities or vessels as has been borne by the taxpayer, but not again 

J including any amount otherwise allowed under this title or previous 
acts of Congress as a deduction in computing net income. At any time 
within three years after the termination of the present war the com
missioner may, and at the request of the taxpayer shall, reexamine the 
return, and if he then finds as a result of an appraisal or from other 
evidence that the deduction originally allowed was incorrect, the taxes 

· imposed by this title and by Title lli for the year ()r years atrected 
shall be redetermined and the amount of tax due upon such redetermina· 

i tion, if any, shall be paid upon notice and demand by the collector, or 
. the amount of tax overpaid, if any, shall be credited or refunded to the 

taxpayer in accordance with the provisions of section 252;" 
The determination of the "reasonable allowance" for amortization 

of war facilities involves in the ordinary case a consideration of many 
I factors. The factors which have at various times been considered are 
i too numerous to relate here, but a few .of the most common, and all of 
1 which are here involved, are : 
' (1) A determination of whether certain facilities were constructed, 
j erected, installed, or acquired before or after April 6, 1917 ; · 

(2) Assuming that the construction, erection, installation, or acquisi
tion occurred on or after April 6, 1917, a determination of whether the 
facilities were constructed, erected, installed, or acquired for the pro
duction of articles contributing to the prosecution of the war ; 

(3) Assuming a finding that the facilities did contribute to the prose
' cution of the war, a finding a.s to their disposition or use after the war; 

( 4) Assuming that the facilities were sold, scrapped, or abandoned, 
prior to or during the postwar period, a determination ()f their sale 

' price or scrap or junk value ; 
(5) Assuming that the facilities retained some value in use to the 

' business after the war, a determination of many factors in arriving at 
1 the " reasonable allowance " for amortization ; 

(6) From a consideration of many factors a determination of the 
1 period of time commonly designated as the amortization period over 

which the amortization is to be spread; 
' (7) After a determination of the amortization period a further de-

termination as to how the amount ()f amortization is to be spread over 
the taxable years or periods falling within the amoritization period ; 

(8) A determination of what costs were incurred before the end of 
t the amortization period; 

(9) A determination ()f what costs were incurred after the end of 
the amortization period which were necessary to prevent an economic 
loss on facilities partially constructed, erected, installed, or acquired 

. during the amortiza~on period and the proper period of spread of the 
! amortization allowance with · respect to the costs necessary for this 
, purpose ; and 

(10) In an affiliated group of corporations a consideration of the 
· effect under both the 1917 and 1918 acts of transactions between the 

companies of the group with respect to facilities subject to amortization, 
which in turn often involves the much disputed question of the extent 

· to which the afiillated group of companies is to be treated as a single 
' unit, and the extent to which the separate legal entities of the members 
I of the group are to be preserved. 
i A deduction for amortization was taken in the consolidated return 
i for 1918, representing 25 per cent of the cost of assets subject to 
i amortization, pursuant to article 184, regulations 45, and there was 
' also n similar deduction taken in the 1919 return. Acc'ording to the 
' select committee's report (see infra), the amount of am·ortization 

claimed in Schedule A-19 of the 1918 return (committee's transcript, 
1184 and- 1138 was $75,627,027.11, on costs- of $183,548,399.52. 
The amount of the revised claim is elsewhere stated to be $83,482,961.18 
(transcript, 1015 and 1063) on costs of about $235,000,000 (p. 1082 
of transcript), out of a total for all assets of $1,871,261,897.76 (p. 
1082 ld.). The allowance recommended by the bureau early in 1924 
was shown as $55,063,312.60 (transcript, 1015, 1094, and 1112), 
on costs of $198,570,624.94. 

The pending petition to the Court of Claims asserts that the costs 
subject to amortization were $227,504,706.83, and the deduction now 
claimed is $86,562,115.89, as compared to $75,534,459.52 claim~ when 

the 1918 return was filed. The amount of amortization claimed of 
$86,562,115.89 was set up in the revised claim <>f 1922, upon which 
the bureau proPQsed to allow $55,063,312.60 late in 1923 and early 
in 1924. 

As the amount of $55,063,312.60 allowance was determined, to some 
extent, by estimated production during the latter half of 1922, and 
during 1923, which was later found to have been greater, in fact, the 
matter was considered in a conference on January 24, 1924, between 
bureau engineers and auditors and an official of the taxpayer company, 
when it was agreed by them that no redetermination of the amortiza
tion claim would be made. Apparently the taxpayer took the position 
at the conference that if amortization were to be reduced, on account 
of an increase in the postwar production, then it would insist upon use 
of the high production in 1916, in determining war-time capacity, as an 
offsetting consideration. 

The taxpayer appe_ars to have been furnished copies of the conference 
memoranda of January 24, 1924 (see transcript, pp. 1055 and 1205), 
and with a supplemental report on one of the subsidiaries dated Jan· 
uary 30, 1924, signed in the name of the deputy commissioner, by a 
chie! of section. Based upon the language used in these memoranda 
and the report, as to the "final " closing of the amortization determi
nation, the taxpayer has subsequently contended that the "allowance •• 
then agreed upon became final and not subject to redetermination after 
March 3, 1924. 

In 1924 and 1925 hearings were held hy the (Senate) Select Committee 
on Investigation of the Bureau of Internal Revenue, pursuant to Senate 
Resolution 168, and on December 16, 1924, and later, during considera
tion of this taxpayer's case (pp. 1046, 1048, 1118, et seq.), statements 
were made indicating that the engineers' agreement was in no way 
cor:summated but the amortization allowance was still under considera
tion by the bureau when the case was taken up by the select committee, 
and the Income Tax Unit was preparing to request an opinion by the 
Solicitor of Internal Revenue on certain doubtful points affecting the 
amortization allowance. At the time of these hearings the select com
mittee conceded an allowance for amortization of $27,136,987.89 (tran~ 

script, pp. 1015, 1094). 
Under date of January 5, 1925, the commissioner issued written in· 

structions, reopening the amortization claims of this consolidated group, 
and directing use of the actual production figures for the last half o! 
1922 and the entire year 1923, but disallowing any amortization on 
transportation facilities used in connection with the various common 
carriers owned by the group, and witho-ut change in the formula pre
viously used to determine the postwar value in use of facilities acquired 
during the war. The bureau then began such redetermination, over the 
protest of the taxpayer, and the Income Tax Unit submitted a number 
of questions to the Solicitor of Internal Revenue, under date of May 21, 
1925, including' the matter of the commissioner's authority to make any 
further determination of the amortization allowance. 

Many of the issues so raised were based upon discussions before the 
select committee above mentioned, and they were considered in S. M. 
4225, IV-2 C. B. 168, wherein it was ruled, inter alia, that the bureau 
did have authority to make the further adjudication of the amortiza• 
tion allowance. Some of · the rulings therein made have subsequently 
been modified by board and court decisions, but in general the present 
allowances conform to the rulings in S. M. 4225, supra. This ruling 
forms the bureau's answer to the questions raised by the select com
mittee as well as other questions raised by the Income Tax Unit. 
Subject to later modifications by court and board decisions, the ruling 
has been followed in the present adjustment o! the case. Some 16 
questions with answers are set forth concisely in this published ruling 
and need not be repeated here. 

The present total deduction for amortization is $7,242,161.69 less 
than that agreed upon at the conference of January 24, 1924. The tax
payer still insists that the allowance made at this conference and as 
stated in a subsequent letter to the taxpayer, constituted a final allow· 
ance and since the allowance became final prior to March 3, 1924, the 
commissioner is barred from redetermining amortization subsequent to 
that date, under the provisions of section 234 (a) (8) o! the 1921 act, 

The matter of reopening amortization is fully discussed in S. M. 
4225, supra, and although the decision was to permit reopening, there 
is at least some doubt concerning the matter. (See dissenting opinion 
of Mr. Love in the case of Thomas P. Beal et al., Executors, 13 
B. T. A. 677). The decision to reopen is, of course, to the Government's 
advantage. 

It will be observed that section 234 (a) (8) makes no specific direc· 
tion as to the manner of computing the " reasonable deduction ·• for 
amortization, and it furnishes no definite plan for apportionment of the 
a.mounl: to any particular taxable period or periods. The provision has 
been held to be a relie! measure for taxpayers and therefore to be • 
liberally construed in their :favor. G. M. Standifer Construction Cor· ' 
poration ·et al. (4 B. T. A. 525) (acquiesced in) ; Manville-Jencks Co. 
(4 B. T . .A. 765) (acquiesced in) : and John Polachek (8 B. T. A. 1) • . 
The authorities so far available are in apparent agreement that in · 
ft.Xing upon an amortization allowance, the deduction must be the dif
ference between the war-time cost and the postwar value of the facility. 
While the first element, cost, may not be difficult of determination, the 
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other element is one presenting great difficulty because of the standards 
of value to be applied and the variety of situations disclosed by the 
cases. F. Burkhart Manufacturing Co. (9 B. T. A. 1128). 

Amortization having been claimed in the 1918 and 1919 returns, and 
in subsequent claims, the amount allowable is amply protected against 
the statute of limitations, by section 1209 of the revenue act of 1926. 

After S. M. 4225, supra, held that since the bureau was free to rede
termine the allowable amortization, the taxpayer was free to ask for 
an additional allowance, a claim was filed for additional amortization on 
other facilities costing approximately $55,000,000. This claim was 
based principally upon costs incurred after the war period which were 
alleged to be necessary to complete facilities started during the war 
period. This class of expenditures is recognized as being subject to 
amortization. (See article 185 (b), Regulations 62.) The engineering 
section of the bureau advises that although this claim was believed to 
have considerable merit and would apparently have entitled the tax
payer to a considerable allowance, further fleld investigation would have 
been necessary, so that the taxpayer in order to avoid delay in closing 
its case, ag~;eed to withdraw its claim in this respect. 

As above indicated, the present allowance is $7,242,161.69 less than 
that recommended in the conference report of January 24, 1924. This is 
due to a variety of causes, the principal of which may be summarized 
as follows: 

The allowance recommended in 1924 was based on a consideration of 
the facilities as a whole, whereas the present allowance is based upon 
a consideration of smaller units pm·suant to S. M. 4225, supra The 
prior allowance was based on a comparison of average pre-war produc
tion (with the year 1916 excludt!d) with the average postwar produc
tion, including an estimate of production for part of the year 1922 and 
the year 1923. As opposed to this, the present allowance is based on a 
comparison of maximum war-time capacity (including that of the year 
1916) with the maximum postwar production. This is contrary to S. M. 
4225, supra, but consistent with the board's later decisions in the 
Manville-Jencks Co. case, supra, and the cases of United States Re
fractories Corporation (9 B. T. A. 671) (acquiesced in, as to this point), 
and Nunn, Bush & Weldon Shoe Co., 15 B. T. A. 918). In this connec
tion it may be noted that the Manville-Jencks Co. has instituted suit 
in a United States district court, subsequent to the board decision, 
seeking allowance of additional amortization. 

Another distinction between the 1924 recommended allowance and 
the present proposed allowance is that amortization was granted to 
railroad companies in the prior allowance, whereas it is excluded in 
the present allowance pursuant to S. M. 4225, supra, and the commis
sioner's instructions of January 5, 1925. 

The bureau engineers estimate that the principal difference between 
the amortization allowance recommended in 1924 and the present allow
ance is caused by an application of that part of the Manville-Jencks 
Co. decision, supra, relating to the basis of comparison of war-time 
production and capacity with postwar production. This principle is 
generally recognized as of doubtful soundness and has recently been 
rejected by the United States District Court of Connecticut in the case 
of the Briggs Manufacturing Co. v. United States (30 Fed. (2d) 962), on 
appeal in the United States circuit court of appeals, and by the District 
Court for the Western District of Pennsylvania in the case of Dia
mond Alkali Co. against D. B. Heiner, as yet unreported. Notwith
standing the two latter decisions, the Government has obtained the 
benefit of the board's decision in the present adjustment of the case. 
Also, as above indicated, the Manville-.Jencks Co. has instituted suit in 
the United States district court, subsequent to the board's decision, 
seeking allowance of additional amortization so that the principles of 
the board decision here relied upon may yet be overruled in the same 
ca.se. 

SPREAD OF AMORTIZATION 

At the outset it should be observed that Congress made no specific 
provision in the law for application of the deduction for amortization 
after the amount of the "reasonable deduction" had been determined. 
The method of allowing the deduction was then left to departmental 
regulation, subject to a reasonable interpretation of the congressional 
intent in providing the allowance to taxpayers. 

Article 185 of Regulations 45 (origi.nal edition, approved April 17, 
1919) provided that fbe amount to be extinguished by amortization 
should be spread in proportion to the net income between January 1, 
1918, and tbe date applicable, as follows: (1) If permanently dis
carded, the date when discarded; (2) if still in use but certain to be 
pel,"manently discarded before the last installment payment of. the tax 
covered by the . return, the date when the property will be so perrna
nently discarded; (3) in the case of other property, April, 1919. In 
the revision of Regulations 45, approved .January 28, 1921, article 185 
appears as amended by Treasury Decision 3123 ( 4 C. B. 183), and pro
vides that the amortization allowance shall be spread in proportion to 
net income (computed without benefit of the amortization allowance) 
between January 1, 1918 (or if the property was acquired subsequent 
to that date, January 1 of the year in which acquired), and eltlier of 
the following dates: (1) If the property has been sold or permanently 
discarded, or will be so disposed of, within three years fitter the termi-

nation of the war, the date when the property was or will be sold or 
permanently discarded as a war facility; or (2) in the case of property 
retained in use, "the actual or estimated date of cessation of opera
tion as a war facility." The title to article 185 as so amended is 
"Amortization Period,'' and the same appellation is found in article 
185 of Regulations 62. These two articles were amended F ebruary 21, 
1928, by Treasury Decisions 4133 and 4134, VII-1 (C. B. 236, 237), 
which called for a definite segregation of costs of facilities "during 
the amortization period," by taxable periods, except that 1917 costs 
should be added to the first taxable period ending after January 1, 1918. 

'l'hese amendments then provided for determination of the allowances 
separately according to costs incurred in the several taxable periods 
falling partly -or wholly with "the amortization period," and each 
allowance spread over that taxable period and the succeeding periods 
falling partly on wholly within " the amortization period,': apportioned 
according to the net income of each taxable period falling within " the 
amortization period." 

Article 185, Regulations 62, recognized that amortization is allowable 
on facilities that were never used to produce war articles, because not 
completed in time, and provided for an apportionment of amortization 
en facilities that were employed to produce war articles " over the re
spective accounting periods of the taxpayer, having reasonable regard 
to his gross and net income, and where separately . ascertainable the 
income from the facilities upon which amortization is claimed, between 
January 1, 1918 (or if the property was acquired subsequent to that 
date, January 1 of the year in which acquired), and the actual or 
estimated date of cessation of operations as a war facility." This 
regulation further provided that where property was not completed in 
time for use in the production of articles contributing to the prosecu
tion of the war, the allowance should be apportioned on the basis of 
the expenditures made on account of which amortization is allowed. 

In the present case December 31, 1918, has been accepted as the date 
of cessation of operation as a war facility, in the case of all companies 
except one, which was engaged in performing a war contract until 
December 31, 1919. Therefore part of the amortization allowed on 
1917 and 1918 costs of this company has been apportioned to 1918 
and 1919. 

There were also some minor costs incurred in 1920 by two of the 
companies amounting to approximately $54,000 which, under article 
185, regulations 62, have beeif apportioned to that year and the amount 
allowed thereon deducted in that year. 

A number of cases have been decided by the Board of Tax Appeals as 
to the proper spread or apportionment of the amortization allowance, 
and reference will be made to some of them. 

In the case of Walcott Lathe Co. (2 B. T. A. 1231), not acquiesced 
in, the board held that the cost of war facilities was not intended to 
be recovered by taxpayers over a long life of wear and tear, but should 
be recovered out of the articles produced by such war investment, or, 
in other words, out of the war profits produced by those facilities. 
This is the basis for considering the allowance a!'! a special relief 
measure to benefit, taxpayers who engaged in the production of articles 
to promote the progress of American arms. The entire allow-ance in 
that case, which was based upon a sale of the facilities in 1923, was 
apportioned to 1918. 

In the case of John Polachek (3 B. T. A. 1051), the board held 
article 185 of Regulations 45 to be reasonable, and disallowed any 
amortization deduction for 1919 on war facilities acquired in 1918 but 
never used for war purposes. The board stated that it could see no 
reason for establishing an " amortization period" different from that 
allowed in the case where facilities were actually used for war pur· 
poses but abandoned at the end of 1918, and it held that said " period" 
was determined by the time of abandonment or stopping of production 
of war articles. AU the amortization was apportioned to 1918, upon 
the holding that if there were not sufficient war profits to absorb the 
amortization deduction, then the deduction should not therefore be 
applied against peace,time profits. The effect of the decision .was to 
deny the taxpayer any benefit from about half the amqrtization found 
allowable, and the dissenting opinion of three members of the board was 
in favor of spreading the allowance from 1918 to 1920, when the tax
payer began to use the facilities for peace-time purposes. 

In the case of G. M. Standifer Construction Corporation et al., supra, 
it was stipulated that "the amortization period " extended from .Janu
ary 1, 1918, to February 12, 1920, but the consolidated group bad net 
income only in 1919 and 1920. The commissioner contended for an 
apportionment of the amortization allowance upon the basis of use, as 
shown by the gross income, and 1;he taxpayer for use Of net income. 
The board noted the statutory lack of dir~tion as to apportionment but 
felt moved by the relief purpose of the law to sanction an apportion
ment upon the basis of net income before application of amortization. 

In the case of American-Hawaiian Steamship Co. (7 B. T. A. 13), ac~ 
quiesced in, the board again referred to the absence of express statu
tory provision for apportionment of the allowance, and after holding 
that "the amortization period" extended from February 15, 1918 
(when the property was acquired) to February 28, 1919 (stipulated), 
set out to determine whether a reasonable result was obtained by the 
bureau's proposed spread. In that ~Case fiscal -years were involved, and 

• 
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tlie board apportioned -the deduction between two fiscal years upon the 
basis- of net · incomes of each taxable period, falling partly or wholly 
within the amortization period spedfied, without regard to calendar 
years. 

Tfie decision in the case of Pratt & Letchworth Co. (7 B. T. A. 792), 
acquiesced in, discloses that the taxpayer had · a net loss in 1919 and 
a net income in 1918 in excess of its amortization allowance, and held 
that if any apportionment were necessary, the entire amount should 
be allocated to 1918. 

The decision in the second Polachek case (8 B. T. A. 1) pointed out 
that the word "amortized" may denote a period of years, but does not 
require a spread over more than one year, depending upon the statutory 
intendment. After adhering to its views that this statutory provision 
was a relief measure, to be liberally construed, the board held that 
the deduction should all be applied against the war income from the 
amortized facilities, which was in 1918 only, and if there were no 
income remaining, after application of part of the allowable amortiza
tion. no further relief was possible; 

In the case of Un.ited States Refractories Corporation, supra, the com
missioner declined to acquiesce in that portion of the decision that 
apportioned to 1918, amortization on construction or acquisition costs 
that were not incurred or borne until 1919, but were necessary to com
plete construction begun in 1918 that would have been a total loss unless 
so completed. The board's action was based upon the ground that the 
war-time production did not continue beyond December 31, 1918, which 
was accepted as the termination of "the amortization period." 

In the case of F. Burkhart Manufacturing· Co., supra, the board said 
that the law intended " to permit a deduction against war profits of 
extraordinary expenditures for property for war purposes which the tax
payer would find useless upon the termination of the war," and the 
deduction might be applied to one year or to a longer period. 

In the case of Williams Harvey Corporation (16 B. T. A. 752) a war 
facility or plant was begun in 1917 but not finished until 1918, when 
use began and lasted until 1923. The taxpayer had no net income in 
1918 and a net loss in 1920. It bad a net income in 1919. The board 
held that war burdens might exist beyond November 11, 1918; that the 
deduction for amortization depends upon " the actual relation between 
the income taxed and the war burdens " ; · that facilities acquired in 1918 
but never used for war products, were not subject to amortization allow
ance from peace-time income, because the' law was designed to relieve 
against burdens of extraordinary war income and high rates ; and that 
as the facilities were put to use in 1918 and were not suitable for peace
time business, the entire deduction ·for amortization should fall in 1919, 
the only year having a net income. The end of the amortization 
" period " was fixed at October 1, 1920. 

In the case of Belfast Investment Co. et al. (17 B. T. A. 213) the 
board referred to the amortization pedod as determined by the time 
when the taxpayer abandoned the :facilities or ceased producing war 
articles. 

In the case of Walter C. Palmer, trustee in bankruptcy, of the Racine 
Auto Tire Co. v. United States (67 Ct. Cis. 648), not appealed, the court 
held that the excess of an amortization allowance over the net income 
for 1918 might properly be allowed as a deduction for 1919 upon the 
ground that the provision in section 234 (a) (8) of the 1918 act gave 
the taxpayer a right to have the ·sums allowed as amortization deducted 
.over the years, including 1918 and thereafter, until the entire amount of 
the allowance is exhausted. The excess of the amortization allowance 
over the 1918 net income was accordingly v,pplied to reduce 1919 net 
income, as opposed to the board decisions in the two Polachek cases, 
supra. 

The apportionment of the amortization in the present .case has been 
made as follQws : 
Apportionment to-

1918---------------------------------------- $40,889,605.59 
1919---------------------------------------- 6,915,772.99 
1920 -----------------------------------.,.---- 15, 772. 33 

47,821,150.91 

From the foregoing it will be observed that the amortization on 1919 
costs has been applied to 1919 net income, and _that on 1920 costs to · 
1920 net income. This is in narmony with the commissioner's refusal 
to acquiesce in the board's decision in the case of United States Refrac
tories Corporation, supra. 

The taxpayer has protested vigorously against this action but in order 
to settle the issue has agreed to withdraw its objections if the bureau 
will apply the amortization apportioned to 1919 and 1920 against only 
the income from Government contracts in those two years, which is tax
able at 1918 rates under section 301 (c) of the revenue act of 1918. 
In this connection it may be observed that in the G. M. Standifer Con
struction Col-poration case, supra, the board held that in computing the 
war-profits tax for 1920 the taxpayer group was entitled to apply the 
amortization apportioned to 1920 against the Government contract net 
income subject to 1918 rates. The board declined to apply any of the 
amortization applicable to 1920 against the taxpayer's net income from 
" peace-time work,, while recognizing the propriety of apportioning 
various expenses as between Government contract and ordinary income. 

I 

• 

The board further stated that the cost of war facilities for which the 
amortization deduction is allowed relates or appertains only to the in~ 
come from Government contracts, and such war-cost deduction has no 
relation whatever to peace-time income from which a deduction for 
depreciation on such war facilities is allowed. The finaing of facts in 
the decision (p. 537) do~s not show whether or not the facilities used to 
produce the so-called "peace-time" contract income were acquired after 
April 6, 1917, or for any reason would ·be subject to an amortization· 
allowance independently of the Government contracts, but the inference 
is possible that if any such facilities were acquired after April 6, 1917, 
and were used to produce ships or other products aiding in the prosecu
tion of the war or for transporting articles or men for war purposes, 
some of the amortization might properly be applied to the income accru
ing from that source, which would not be Government-contract income 
subject to 1918 rates. 

In view of the conflicting theories as to the spread of amortization, it 
is believed that the bureau is justified in accepting the taxpayer's offer 
of settlement. If the amortization allowed on 1919 and 1920 costs were 
deducted from 1918 income instead of from Government contract income 
in 1919 and 1920 subject to 1918 rates, the refunds now proposed would 
be increased by approximately $2,500,000, whereas if both the taxpayer's 
contentions were denied the present proposed overassessment would be 
decreased by only approximately $500,000. 

As part of the present consideration of a possible settlement of the 
pending litigation, Mr. F. T. Eddingfield, a member of the special 
advisory committee (who bad not been previously connected with. the 
case) was desi.gnated to make an independent study -of the bureau engi
neers' determination of amortization. As a result of his investigation, 
Mr. Eddingfield concluded that the result reached by the bureau engi· 
neers was conservative so far as the interests of the Government were 
concerned and should be accepted. The members of the bureau com· 
mittee, after a consideration of the case, concur in the result obtained. 

It may be seen from the foregoing that the subject of amortization 
has been given an unusual amount of consideration in this case. It bas 
been considered and reconsidered by the bureau on several occasions; in 
1924 by the Senate select committee; thereafter the matter was covered 
in a detailed ruling by the then Solicitor of Internal Revenue as is 
set out in the published ruling S. M. 4225, supra; several board and 
court decisions thereafter appeared which affected the case and the 
matter was thereafter considered in the light of these decisions ; again, 
the matter was carefully considered by the bureau special committee 
appointed to consider the case. These many considerations, made neces
sary by the prior investigation of the Senate and later board and court 
decisions, have contributed largely to the delay incident to a final dis· 
position of the matter. On the other band, through delay many of the 
uncertaintles previously involved have been cleared up by the later board 
and court decisions. 

INVESTED CAPITAL 

Section 240 of the revenue act of 1918 provides : 
" That corporations which are a1Bliated within the meaning of this 

section shall, under regulations to be prescribed by the commissioner 
with the approval of the Secretary, make a consolidated return of net 
income and invested capital for the purposes of this title and Title III, 
and the taxes thereunder shall be computed and determined upon the 
basis of such return." 

Section 326 of the revenue act of 1918 provides : 
"That as used in this title the term 'invested capital' for any year 

means (except as provided in subdivisions (b) and (c) of this section) : 
"(1) Actual cash bona fide paid in for stock or shares; · -
" (2) Actual cash value of tangible property, other than cash, bona 

fide paid in for stock or shares, at the time of such payment, but in 
no case to exceed the par -value of the original stock or · shares specifically 
issued therefor, unless the actual cash value of such tangible prop.erty 
at the time paid in is shown to the satisfaction of the commissioner 
to have been clearly and substantially in excess of such par value, in 
which case such excess shall be treated as paid-in surplus : Provided, 
That the commissioner shall keep a reeord of all cases in which tangible 
property is included in invested capital at a value in excess of the 
stock or shares issued therefor, containing the name and address of 
each taxpayer, the business in which engaged, the amount of invested 
capital and net income shown hy the return, the value of the tangible 
property at the time paid in, the par- value of the stock or shares 
specifically issued therefor, and the amount included under this para
graph as paid-in surplus. The commissioner shall furnish a copy of 
such record and other detailed information with respect to such cases 
when required by resolution of either House of Congress, without regard 
to the restrictions contained in section 257 ; 

"(3) Paid-in or earned surplus and undivided profits; not includi-ng 
surplus and undivided profits earned during the year; 

'' ( 4) Intangible property bona fide paid in for stock or shares prior 
to March 3, 1917, in an amount not exceeding (a) the actual cash _ 
value of such property at the time paid in, (b) the par value of the stock 
or shares issued therefor, or (c) in the aggregate 25 per cent of the par 
value of the total stock or shares of the corporation outstanding on 
March 3, 1917, whichever is lowest; 

/ 
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"(5) Intangible property bona fide paid in for stock or shares on or 

after March 3, 1917, in an amount not exceeding (a) the actual cash 
value of such property at the time paid in, (b) the par value of the 
stock or shares issued therefor, or (c) in the aggregate 25 per cent of 
the par value of the total stock or shares of the corporation outstanding 
at the beginning of the taxable year, whichever is lowest: Provided, 
That in no case shall the total amount included under paragraphs (4) 
and (5) exceed in the aggregate 25 per cent of the par value of the 
total stock or shares of the corporation outstanding at the beginning 
of the taxable year ; but 

" (b) As used in this title the term • invested capital ' does not include 
borrowed capital. 

" (c) There shall be deducted from invested capital as above defined 
a percentage thereof equal to the percentage which the amount of inad
missible assets is of the amount of admissible and inadmissible assets 
held during the taxable year. 

"(d) The invested capital for any period shall be the average in
vested capital for such period, but in the case of a corporation mu,king a 
return for a fractional part of a year it shall (except for the purpose 
of paragraph (2) of subdivision (a) of section 311) be the same frac
tional part of such average invested capitaL 

"The average invested capital for the pt'e-war period shall be 
determined by dividing the number of years within that period during 
the whole of which the corporation was in existence into the sum of 
the average invested capital for such years." 

The same general method of computing consolidated invested capital 
has been adopted for 1918 as was used for 1917 and was fully ex
plained to the Joint Committee on Internal Revenue T,axation at that 
time. The issue has two main aspects, one as to the correct valua
tions of assets at various dates, and the other as to the correct 
theory or fundamental basis of determining consolidated invested 
capit-al, under the law. The situation here involved is a so-called 
class A affiliation, a parent and its subsidiaries, where one 'corporation 
owns or controls the stock of the subsidiary, and grows out of the 
following transactions : 

Prior to 1901 there had occurred a series of changes in the domestic 
manufacture of steel, such- as from the making of Bessemer steel to 
open-hearth steel, and the so-called integration of operations, or 
" rounding-up plants " to permit continuous processes. Improvement 
of processes further increased the need of available ore supplies, or 
reserves, with the result that a number of the large steel manufacturing 
concerns had begun to acquire mines and transportation facilities, 
by boat and by rail, in the years from 1898 to 1900. Marketing 
areas, as well as mines, were considered important. 

In September, 1898, the Federal Steel Co. was incorporated, with a 
capitalization of almost $100,000,000, representing a consolidation 
of the Illinois Steel Co., the Lorain Steel Co., the Minnesota Iron Co. 
(owning ore, a railroad, and a fleet of ore vessels), and the Elgin, 
Joliet & Eastern Railway Co. In December, 1898, the principal tin
plate manufactories " integrated," or consolidated, to form the 
American Tin Plate Co., with a capital of $46,000,000 issued stock, 
and a month later the American Steel & Wire Co. was formed by 
a consolidation of all the leading wire-product manufacturers, with 
a capital of $90,000,000 in stock. In February, 1899, 12 per cent 
of th~ ingot -production of the country consolidated into the National 
Steel Co., with issued capital stock of $59,000,000. The National 
Tube Co. was formed by June, 1899, by large concerns making var!ous 
kinds of tubes and pipes, and "had a capital stock issued of $80,000,000. 
In March, 1899 (or in 1900), the makers of sheet steel in large 
tonnage combined to form the American Sheet Steel Co., of a capital 
of $49,000,000 issued stock, and in April, 1899, the American Steel 
Hoop Co. was formed of the leading makers of hoops, bands, and 
cotton ties, with a capitalization of $35,000,000. In April, 1900, the 
American- Bridge Co. was formed, with a capital of $61,000,000 issued 
stock. In March, 1900, was organized the Carnegie Co. of New 
Jersey, with a capitalization of $320,000,000 (half in· bonds); to take 
over the old Carnegie Steel Co. (Ltd.), partnership, - the Carnegie 
Steel Co. (Pennsylvania corporation), which b~came the operating com
pany, the H. C. Frick Coke Co., and the Bessemer & Lake E.rie Rail
road Co. At that time the Carnegie interests controlled 18 per cent 

_o! the country's ingot production. The Shelby Steel Tube Co. was 
incorporated in February, 1900, with $13,150,000 issued stock, and 
bad substantial control of the seamless-tube industry. 

Aside from the avoidance of costly competition and the economic 
advantages of integration of the various operations of the business, 
the trend toward large consolidations was accompanied by great in-
creases in capitalization. Heavy stock commissions were also received 
by the promoters of these consolidations as their compensation. For 
exam'Ple, the promoters of the American Tin Plate Co. received 
$10,000,000 of common stock; at least $5,000,000 in securities went to 
the promoters of the National Steel Co. and the American Steel Hoop 
Co.; $11,600,000 in common stock went to the promoters _ of American 
Steel & Wire CQ.; $20,000,000 common stock to promoters of the 
National Tube Co.; and at least $7,250,000 of common stock to · the 
American Bridge Co., promoters and bankers. In the formation of the 
Federal Steel Co. the underwriting syndicate received $8,400,000 com-

mon stock and $5,680,000 preferred stock, for $4,800,000 cash and their 
services. (Part I of Report of the Commissioner of Corporations on 
the Steel Industry, 1911, mentioned below.) 

In the years next preceding 1900 there existed in the steel industry 
so much wasteful and destructive competition that some of the leaders, 
including Andrew Carnegie, began to consider the advisability of merg
ing the two corporations above named. All these men, except Mr. 
Carnegie, later became directors of the United States Steel Corporation. 
Other purposes instigating the formation of the present · corporation 
were the economies expected to result from specialization of production, 
as to processes and kinds of articles manufactured, improved transpor· 
tation and distribution, both of raw materials and finished products. _ 
realignment of factories, changed methods of mining ore, stabilisa· 
tion of prices, reduction in supervision costs, etc., and the building up 
of a large and profitable foreign market. At this time, in 1900, Mt·. 
Carnegie was desirous of retiring from active participation in the steel 
business, and was anxious to sell. There had been friction and litiga
tion between him and the other leading partner (H. C. Frick) in the 
old Carnegie partnershiP. 

All the above-named corporations were later merged into the present 
United States Steel Corporation, which was organized on April 1, 
1901, as a holding company. -At that time its capitalization (including 
bonds) was about $1,402,000,000, consisting of the following: 

Preferred stock-------------------------------- ---- $510, 000, 000 
Comnron stock------------------------------------- 508,000,000 
Corporate bonds----------------------------------- 303,000,000 
Underlying and miscellaneous obligations____________ 81, 000, 000 

1,402,000,000 

The underwriting syndicate received for their services securities which 
netted them in cash some $62,500,000. The newly organized combina
tion possessed ore, coal, limestone, natural gas, railway and steamship 
companies, blast furnaces, steel works, rolling mills, finishing plants, 
etc., and was a thoroughly integrated business concern. At organization 
it controlled about two-thirds of the country's production of crude steel, 
and between one-half and ·four-fifths of the principal rolled-steel prod
ucts. The steel works acquired -had an annual capacity of over 9,400,000 
tons of crude steel and over 7,700,000 tons of finished rolled-steel prod
ucts ; several railroads, with over 1,000 miles of main track and a large 
mileage of second track and sidings ; a fleet of 112 Lake ore vessels ; 
iron-ore reserves in the Lake region then estimated at about 500,000,000 
to 700,000,000 tons ; more than 50,000 acres of coking-coal lands, 
besides a great acreage of other grades of coal; and numerous miscel
laneous properties. There were acquired in 1901, shortly after April 1, 
the following concerns : The American Bridge Co., above mentioned, the 
Lake Superior Consolidated Iron Mines, the Bessemer Steamship Co., 
and the Shelby Steel Tube Co. Three important competing concerns 
were acquired after 1901, the first being the Union Steel Co., in 1902, 
which, concern had absorbed the Sharon Steel Co. ; next - the Clairton 
Steel Co. in 1904 ; and the Tennessee Coal, Iron & Railroad Co. during 
the panic of 1907. 

The 1901 consolidation was handled by the J. P. Morgan & Co. syndi· 
cate, which agreed to deliver at least 51 per cent of the stocks (and in 
fact delivered practicaUy all of such stocks) of the various companies 
to be acquired, in exchange for stocks and bonds of the new United 
States Steel Corporation. The members of the syndicate paid in cash 
$25,000,000, for which, together with their services, they received 
$130,000,000 par value of new stock, half being preferred and half com
mon. They sold this stock to net them the $62,500,000" in cash above 
stated. 

On January 28, 1905, Congress directed the Secretary of Commerce 
and Labor to investigate the steel and iron industry of the country with 
a view to ascertaining to what extent the United States Steel Corpora
tion controlled the output and prices of finished product made by inde
pendent companies dependent_ upon it for their raw material, and to 
report any restraints by it of commerce, foreign or domestic. A report 
was subsequently made by the Commissioner of Corporations, Depart
ment of Commerce and Labor, of which Part I, dealing with the tax
payer herein, was transmitted to the President on July 1, 1911. On 
October 26, 1911, the Attorney General, pursuant to power vested in 
him by section 4 of the so-called Sherman antitrust law (the act of 
July 2, 1890, ch. 647, 26 Stat. L. 209; Comp. Stat. 1913, sec. 8823 et 
seq.), instituted an action to dissolve the United States Steel Corpora
tion and affiliated companies and to enjoin permanently their officers 
and stockhoiders. The decision by the district court of New Jersey (by 
four circuit judges) on June 3, 1915, gives considerable data on the 
history and workings of the consolidated group. (See 223 Fed. 55.) 
The decision of the case by the Supreme Court sheds little or no light 
upon the facts of interest in the present issue. (251 U. S. 417.) 

The report of the Commission of Corporation is largely concerned 
with the capital investments of the several principal corporations in the 
present consolidated group, and the valuations of assets in 1901 there 
set forth have been largely used in determining the statutory invested 
capital _herein. Valuations were arrived at, in said report, by three 
methods. By assuming that the tangible assets of the constituent com
panies were about equal to the preferred stock, which was usually equal 
to the cash purchase price offered by the promoters, the common stock 
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being issued as a bonus, and after adding surplus earnings and cash 
paid in, a total valuation of the tangible assets at April 1, 1901, is 
shown to be about $676,000,000. Based upon the market values of the 
securities issued by the various concerns, a total value for all assets, 
including intangible merger values in the consolidations prior to the 
United States Steel Corporation, would amount to $793,000,000. The 
third method of valuation, which was preferred by the report, was n 
detailed valuation of assets by departments or classifications. These 
figures showed a total value for tangible assets of $682,000,000, in 
which the ore properties were fixed at $100,000,000, whereas the pos· 
sessor corporations were claiming ore values alone of $700,000,000. 
Thus, by disregarding so-called merger or integration value, or monopo
listic advantages in controlling the bulk (stated as 75 per cent of lake 
ores) of the iron ore of the country, increased earning power through 
elimination of competition, etc., the tangible assets represented about 
50 per cent of the total capitalization of the United States Steel Cor· 
poration. The valuations adopted in the report above mentioned are 
certainly ultraconservative, espedally from a tax point of view, for 
the avowed purpose was to determine the correct earning power or earll· 
ings of the group, based upon actual investment. (Page XX,. Introduc
tion, Commissioner of Corporations' Report.) 

The taxpayer's claimed value of $700,000,000 for the ore properties 
was set up in certain litigation in July, 1902, when a court suit was 
pending, involving a proposed conversion of a portion of its preferred 
stock into bonds. The ditrerence in these two valuations represented 
estimates oi prospective values resulting from combinations, compared 
to market or sale values of separate ore properties at the time (1901). 
The Commissioner of Corporations' report above cited showed a tangible 
illvestment in 1910 of some $1,187,000,000, resulting from the policy of 
investment oi accrued earnings in additional tangible properties, espe
cially ore leases. The classifications were valued at 1901 as follows : 
Manufacturing, including blast furnaces--------------- $250, 000, 000 
Transportation facilities--------------------------- 91, 500, 000 
Coal and coke----------------------------------- 80,000,000 
Natural gas-------------------------------------- 20, 000, 000 
Limestone______________________________________ 134,z,05oooo',oooooo 
Working assets--------------------------------- o 
Ore deposits and leases---------------------------- 100, 000, 000 

682,000,000 
Based upon the annual earnings for the period 1901 to 1910, as shown· 

on page 53 of the report, the tangible asset valuation of $682,000,000 
was almost equaled by the earnings for the first six years of opera· 
tion, thus indicating a material intangible value acquired at organiza· 
tion in 1901. Alld during that period competition was not stifled by 
the United States Steel Corporation. (P. XXITI of letter of transmittal 
of report, p. 56 of the report, and pp. 96 and 97, of 223 Fed. Rept.) 
The taxpayer's proportion of trade increase during the decade from 
1901 was less than that of its competitors, but during that period it 
materially strengthened its position in the steel business, as to ef
ficiency and capacity, through developing control of raw materials, 
transportation, and distribution agencies, and manufacturing processes. 

On April 1, 1901, within a few weeks after the papers of incorpora
tion had been taken out, the United States Steel Corporation was 
definitely launched. On that date, or Immediately thereafter, it ac. 
quired the stocks and bonds of various corporations ill 13 constituent 
groups, in exchange for its own preferred and common stocks and 
bonds. Shortly thereafter-about June 1, 1901--one more, the Shelby 
Steel Tube Co. group, was added. Of the 14, the stock of 6 were 
actively traded in on the New York Stock Exchange, i. e., Federal . 
Steel Co., American Steel & Wire Co., National Tube Co., National Steel 
Co., American Tin Plate Co., and the American Steel Hoop Co. The 
American Bridge Co. was regularly quoted on the outside market and 
the American Sheet Steel Co., though not actively traded in, was 
quoted on the Pittsburgh market. ·Shelby Steel Tube Co. was quoted 
on the Chicago Stock Exchange. There were no market quotations 
for the remaining companies ; i. e., Carnegie Co., Lake Superior Consoli· 
dated Iron Mines, Oliver Iron Mining Co., Pittsburgh Steamship Co., 
and Bessemer Steamship Co. ~ 

In determining the value of the stocks acquired by the United States 
Steel Corporation i.n 1901, the commissioner of corporations took market 
quotations for the stocks of the nine companies on which quotations 
were available, using as the period for quotations the years 1899 :lDd 
1900 in order to exclude any merger, integration, or monopolistic values 
that might be reflected in quotations nearer April 1, 1901. As to the 
remaining companies, quotations for the stocks of which were not avail
able, the commissioner of corporations used what he considered the best 
information available. Carnegie Co. stock was valued at par based o.n 
sales of 13 shares found to have bee.n made at that price in February, 
1901; Lake Superior Consolidated Iron Mines stock was valued at $75, 
representillg the highest asked price in 1900 ; the one-sixth interest in 
the Oliver Iro.n Mining Co. and the Pittsburgh Steamship Co. (the other 
five-sixths having been secured in the purchase of the Carnegie Co.) 
was arbitrarily placed at the par value of the preferred stock of the 
United States Steel Corporation issued therefor, no value whatever being 
attributed to the United States Steel Corporation common stock of an 
equal par value which was also issued therefor. The Bessemer Steam-

-

ship Co. stock was valued at $8,500,000, since it was acquired through 
the issue of that amount of purchase mo.ney obligations, these being 
issued by the Pittsburgh Steamship Co. 

The values thus established by the commissioner of cor-por-ations are 
the valuelt which the Bttreau of Internal Revenue used in determining 
the invested capital of the United States Steel Oorporaticm for the years 
19I1, 1918, 1919, and 1.920. It was against the use of these values that the 
company so strenuously protested at the time the 1917 case was up 
for final settlement. 

The taxpayer argued that, for tax purposes, there was .no justifica· 
tion for usillg quotations prevailing in 1899 a.nd 1900 as a test of the 
value of the stocks at the time acquired, since section 207 of the 1917 
act and section 326 of the 1918 act provide that there shall be allowed 
in invested capital the "Actual cash value of tangible property, other 
than cash, bona fide paid in for stock or shares, at the time of such 
payment." (Italics supplied.) The tangible property with which we 
are here dealing, according to the United Cigar Stores Co. decision 
(infra), is the stock of the constituent comp{lnies acquired by the 
United States Steel Corporation in 1901. The taxpayer objected evan 
more strenuously to the use for invested capital of the commissioner 
of corporations' method of valuing the Carnegie Co. stock and the Lake 
Superior Consolidated Iron Mines stock. 

The taxpayer submitted a proposal in the form of a schedule setting 
forth what it believed to be the actual cash values of the securitiea 
acquired in 1901. This proposal increased the values determined by the 
commissioner of corporations · in the amount of $185,430,555, sum· 
marized as follows : 

1. Federal Steel CO----------------------------------l 
2. American Steel & Wire CO--------------------------· 
3. National Tube Co------------------------------ . 
4. Natio~al Steel Co---------------------------------· $35 771 271 
5. Amencan Tin Plate Co----------------------------- • • 6. American Steel Hoop Co____________________________ . 
7. American Bridge Co-----------------------------
8. American Sheet Steel C0---------------------------

10. Oliver Iron Mining Co.J.. one-sixth interest_ __ . No cha.nge. 
9. Shelby Steel Tube CO---------------------~ 

11. Pittsburgh Steamship co., one-sixth interest_ 
12. Bessemer Steamship Co ___________________ _ 
13. Lake Superior Consolidated Iron Mines_____________ 32, 859, 284 
14. Carnegie Co------------------------------------- 116,800,000 

185,430,555 
The increase of $35,771,271 shown for the first eight companies repre

sents average market quotations· between January 1 and April 1, 1901. 
During this period there was an increase ill value of the preferred stocks 
of all eight companies, an increase in rnlue of the commo11 stocks of 
six companies, and a decrease in value of the common stocks of two 
companies as compared with the average quotations for the years 1899 
and 1900, which were used by the commissioner of corporations. In 
checking the taxpayers' quotations certain differences arose as to the 
proper procedure to be followed in arriving at daily averages, also cer
tain errors were found, the revision of which reduced the values show.n 
by the taxpayer ill the amount of $2,023,983. These corrections the 
taxpayer conceded. Furthermore, it wa.s found that by using the five 
months' period prior to April 1, 1901, there would be little di1ference 
in the result, but by using six months there would be a reduction of 
approximately $16,000,000. As a step toward a final settlement the tax
payer agreed to a further reduction of its claimed value by $8,000,000, 
representing the use of approximately a 5¥.1-month prior period, which 
was accepted. This reduced the additional value to be allowed for these 
eight companies to $25,747,288. 

It will be noted that taxpayer's schedule proposed no change in the 
valuations assigned by the commissioner of corporations to the stocks 
of the Shelby Steel Tube Co., the Oliver Iron Mining Co. (one-sixth 
inter~st), the Pittsburgh Steamship Co. (one-sixth interest), or the 
Bessemer Steamship Co. In the case of the stock of the Shelby Steel 
Tube Co. the only quotations available were a few reported on the Chi
cago Stock Exchange. This stock was not acquired by the United States 
Steel Corporation until about June 1, 1901, at which time the common 
and preferred stocks of the United States Steel Corporation itselt were 
being actively traded in on the New York Stock Exchange, the common 
sellillg at about $50 and the preferred at about $100. On the basis of 
the market price of the stock issued in exchange for the Shelby Steel 
Tube ·co. stock, the value of the Shelby stock would be slightly lower 
than the value assigned by the commissioner 9f corporations, which 
apparently used the average of the quotations for the year 1900 and for 
the first few months of 1901. 

In valuing the one-sixth interest of the Oliver Iron Mining Co. and of 
the Pittsburgh SteaiDBhip Co. the taxpayer could offer .no better basis 
than that used by the commissioner of corporations. As to the Bessemer 
Steamship Co., no purpose would be served in changing the commis
sioner of corporation's valuation, since this stock was acquired by an 
issue of purchase-money obligations, which represents borrowed capital 
and not invested capital. · 

The commissioner of corporations valued the stock of the Lake Supe
rior Consolidated Iron Mines at $22,060,L."i>, based on $75 per share, 
which was the highest asking price found among the very meager quo
tations existing during the year 1900. The physical assets owned by 
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this company and its StJbsidlarles consisted principally of \raluable iron
ore properties in the Lake Superior region and of a very valuable raU· 
road, the Duluth, Missabe & Northern Railway Co. 

The commissioner of corporations valued the entire physical proper
ties (not including current assets) owned by all of the companies ac
quired by the United States Steel Corporation in 1901 at $545,500,000. 
The Bureau of Internal Revenue apportioned this value among the vari
ous companies and used the values so allocated for depletion and depre
ciation purposes. The amount .so apportioned to the Lake Superior 
Consolidated Iron Mines and its subsidiaries was $64,901,987. Using 
this as a basis, and deducting reserves and liabilities, a net value of 
$54,919,713 is found, which amount the taxpayer proposes to use as the 
fair value of the Lake Superior Consolidated Iron Mines stock at April 
1, 1901. In determining the profit derived from an intercompany re
organization which occurred in 1913, the bureau used $54,919,713 as 
the cost of this stock in 1901, thereby limiting the profit which would 
have been restored to invested capital under L. 0. 1108, ITI-1 C. B. 412, 
had the stock been valued at $22,060,429 on the basis of $75 per share. 
For each share of stock of $100 par value the stockholders in Lake 
Superior Consolidated Iron Mines received in exchange in 1901, $135 
par value preferred stock and $135 par value common stock in the 
United States Steel Corporation. Based on the market quotations of 
United- States Steel Corporation stock immediately after April 1, 1901, 
each share of Lake Superior Consolidated Iron Mines stock was worth 
$188, and the total shares were worth more than $55,000,000. Since 
this is so, and since the bureau had used the value claimed by the tax
payer for purposes other than invested capital in 1913, the taxpayer's 
proposal to value this stock at $54,919,713 was accepted. 

With reference to the securities of the Carnegie Co. acquired at or
ganization April 1, 1901, consisting of $159,450,000 par value of bonds 
and $160,000,000 par value of stock (common), Andrew Carnegie owned 
60 per cent of the latter, and there were practically no sales to estab
lish a market value. The Carnegie Co. bonds were being dealt in at 
$105. For his stock. of par value $96,000,000, he received United States 
Steel Corporation bonds of par value of $144,000,000, which were 
callable at $115. Based upon the ratio of par values, the Carnegie Co. 
stock has been valued at $150 per share. The bonds of the two cor
porations were exchanged on a par basis. One of the conditions imposed 
by Carnegie upon his relinquishment of control was that the minority 
( 40 per cent) stockholders should receive for each share of their stock, 
par $100, common stock of a par value of $150 and preferred stock also 
of a par value of $150 in the United States Steel Corporation. Based 
upon average market quotations of United States Steel Corporation stock 
for the first year after April 1, 1901, each share of Carnegie Co. stock 
was worth about $208. The taxpayer's proposal was to value the 
Carnegie Co.'s stock at $173, which figure is the weighted average ob
tained by applying $150 to Mr. Carnegie's 60 per cent interest and 
applymg $208 to the 40 per cent minority interest. The value of $150 
per share was finally agreed upon for 1917, based upon the conservative 
value of $150 fixed as the basis of exchange in the case of Carnegie's 
own stock when he was a willing seller. This reduced the additional 
value claimed by the taxpayer for this stock from $116,800,000 to 
$80,000,000 and establishes an average value of $50 per share for 
United States Steel Corporation stock issued therefor, whereas such 
United States Steel Corporation preferred was being sold at about 
$94.50 and common at about $44 per share after April 1, 1901. 

There was a claim made for 1917, as well as for 1918 and later 
years, that there should be included in invested capital an amount of 
$7,972,500, representing the excess of the alleged cash value of Car
negie Co. bonds over the par value of the United States Steel Corpora
tion bonds, which were exchanged upon a par basis. The taxpayer's 
claim has been disallowed, whether as paid-in surplus when not based 
on stock issued, as a capitalized bargain, or as bond premium. 

For the purpose of making a comparison it might be here stated that 
(atter making certain other adjustments which will be discussed sub
sequently) $487,429,362 was the amount finally settled upon as the 
1901 value of the stocks of the 13 companies for which approximately 
8,890,000 shares of United States Steel Corporation stock were issued, 
but not including Bessemer Steamship Co. stock nor Mr. Carnegie's 60 
per cent interest in the Carnegie Co., which were exchanged for bonds. 
This gives the United States Steel Corporation stock so issued an 
average value of $54.83 per share for invested capital purposes, the 
remaining $45.17 between that and par being considered "water" and 
as such excluded from invested capital. This does not include some 
1,295,000 shares issued to the syndicate for $25,000,000 in cash, plus 
their services. For this issue only the $25,000,000 in cash has been 
allowed in invested capital; nothing was allowed for the services. li1 
other words, for each share so issued about $19.30 was allowed in 
invested capital and the remaining $81.70 was excluded. In all, about 
10,185,000 shares of United States Steel Corporation stock were issued, 
for each of which only $50.50 was allowed in invested capital, the 
remarnmg $49.50 being excluded. This compares very favorably with 
the price of $50 per share established in the Carnegie transaction. 

·Stated in still another manner, it may be said that the allowance 
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amounted to the same thing as if the preferred stock had been included 
in invested capital at par and the common had been included at $0.70 
per share, the remaining $99.30 being" water." 

Aside from such questions of valuation of assets above discussed, 
there must be considered the fundamental basis of determining invested 
capital when corporations "make a consolidated return of net income 
and invested capital " and the " tax is assessed upon the basis of a 
consolidated return," within the provisions of section 240 of the revenue 
act of 1918. Owing to lack of specific instructions in the statute itself, 
a number of proposed theories as to the proper method of fixing con
solidated invested capital have arisen, but none has yet attained the 
support or finality of a comprehensive decision by the United States 
Supreme Court. The report on the 1917 profits tax of the United 
States Steel Corporation, discuc::sed the so-ca1led "legal theory" ot con
solidated returns and the "accountant's theory " of the same, quoting 
from the board's views expressed in the cases of Gould Coupler Co. (5 
B. T. A. 499, 513, 515, 516, 517) ; Farmers Deposit National Bank, etc. 
(5 B. T. A. 520, 526, 527), not acquiesced in; and H. S. Crocker Co. (5 
B. T. A. 537, 541), not acquiesced in. The board, in the first case, 
stated that by " legal theory" of consolidation is meant the view that 
" consolidation " is a matter of procedure, and consolidated capital and 
net income should be found by adding the separate amounts applicable 
to each of the affiliated corporations, whereas the accountant's or eco
nomic unit theory would determine consolidated income and capital 
by eliminating all intercompany "transactions and relationships," thus 
obtaining a balance sheet and profit and loss statement showing the 
situation as though it were a single business. The board took the view 
that the legal theory did not accomplish the results desired by Congress, 
including the circumvention of such intercompany dealings and prac· 
tices as would understate taxable net income or inflate invested capital, 
but, while not accepting the accountant's theory unqualifiedly, held that 
the computation of the tax as a unit required the determination of " a 
single composite invested capital for the group from which duplica
tions and intercompany obligations would have been eliminated," and 
the determination of a consolidated net income after elimination of all 
intercompany losses, profits, or other transactions affecting income. 

In the Farmers Deposit National Bank case, supra, the board held 
that in a consolidated return the identities of the affiliated companies 
are overridden and merged and welded together just as effectively as 
though they existed under a single charter; and that the separate 
existences ceased and became fused into an economic unit having the 
attributes of a single taxpayer. In the H. S. Crocker Co. case, supra, 
the board said that in a consolidated rettlfn corporate lines should be 
disregarded, and further stated that under the affiliation provisions of 
the statute the acquisition by one company of the stock. of another, 
thereby creating affiliation, creates no additional investment in the 
affiliated group. So it was ruled also in the case of Burke Electric Co. 
(5 B. T. A. 553). . 

Since the United States Steel Corporation acquil'ed as at April 1, 1901, 
the stocks of corporations which had previously acquired the stocks 
of other corporations, so that the stocks -of over 100 corporations came 
into the newly formed parent company, directly or indirectly, the con
solidated invested capital of the group, according to the taxpayer's con· 
tention, would represent the sum of the invested capitals of all the 
members of the group, separately determined, and there would be no 
allowance for duplication or so-called pyramiding of capitals. This 
contention is made in the petition to the Court of Claims for 1918. 

Section 240 of the revenue act of 1918, providing for consolidated 
returns of net income and invested capital, stipulated that such returns 
should be filed "under regulations to be prescribed by the commissioner 
with the approval of the Secretary." This act was approved on 
February 24, 1919, and prior thereto departmental regulations relative 
to consolidated returns for 1917 had been promulgated. (Arts. 77 
and 78, Regulations 41, approved early in 1918, and T. D. 2662, app·roved 
March 6, 1918.) Paragraph F of Treasury Decision 2662 ruled that 
assets of subsidiary corporations should be valued at the dates when 
acquired by the subsidiaries and not as of the date when their stock 
was acquired by the parent or controlling corporation, but after passage 
of the 1918 law this paragraph was superseded or amended by Treasury 
Decision 2901, approved July 29, 1919, so as to prescribe that the cash 
paid for the subsidiary's stock should fix the value " of the property 
acquired," and where a subsidiary corporation's stock was paid in for 
the stock in the parent company, the amount of capital to be included 
in the consolidated capital, in respect to the subsidiary. was to be 
computed in the same manner as if the latter's net tangible assets and 
the intangible assets had been acquired instead of its (subsidiary) stock. 
This general rule then first appeared in Regulations 45, the first edition 
of which was approved on April 16, 1919, as Treasury Decision 2831~ 
Notwithstanding that section 325 (a) of the revenue act of 1918 
expressly provided that " tangible property/' as used in the act meant 
stocks, bonds, notes, etc., article 868 of those regulations, which was 
later followed in principle by Treasury Decision 2901, provided that 
where a subsidiary's stock was paid in to another corporation for the 
latter's own stock, so that they became affiliated, the cqnsolidated 
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invested capital should be computed in respect of the subsidiary company 
acquired, in the same manner as if the net tangible assets and the 
intangible assets had been acquired instead of the subsidiary stock. 

These regulations were being given full force and elfect by the bureau 
when section 1331 of the revenue act of 1921, approved November 23, 
1921, was enacted, and on August 24, 1922, Treasury Decision 3389 was 
approved, reiterating the above general rule as applicable to 1917 con
solidations. Under this presumption of the regulations the bureau was 
auditing cases and applying the limitation on intangibles acquired for 
stock (20 per cent by sec. 207 of the 1917 law, and 25 per cent by sec. 
326 of the 1918 law) to subsidiaries having previously acquired intan
gibles, where the subsidiaries' stocks were paid in for stock in their 
parent companies. Eventually, however, a test came of the merits of that 
presumption, in connection with the department's own definition of 
tangible prop<.>rty as including stocks, bonds, etc. (art. 47, Regulations 
41), in the case of United Cigar Stores Co. of America v. United 
States (62 Ct. Cls. 134), 5 American Federal Tax Reports, 6028, cer
tiorari dismissed (275 U. S. 576). 

In that case corporation A was organized under the laws of the State 
of New Jersey on May 16, 1901. It was an operating company with a 
number of subsidiaries and developed and acquired valuable intangibles. 
Subsequently, on April 23, 1909, corporation B was organized under the 
laws of New York, and duling 1909 it issued 90,000 shares of common 
stock for the outstanding 9,000 shares of common stock in corporation 
A (ratio of 10 to 1), and bonds of $3,600,000 par value for corporation 
A's preferred stock of pat· value $750,000 and bonds of par value 
$2,850,000. From September, 1909, to December 31, 1912, when corpora
tion B was dissolved, it continued to own all the capital stock in corpora
tion A. In July, 1912, corporation C was organized under New Jersey 
laws, and dm·ing that year issued common stock of par value of 
$27,162,000, for all the outstanding common stock in corporation B, 
then amounting to $9,054,000 (ratio of 3 to 1), and sold preferred 
stock fot· cash at par value of $4,527,000, which cash was used to pur
chase the outstanding bonds of corporation B. The stock in corpora
tion B bad a value in 1912 of $300 per share. 

On December 31, 1912, corporation B was dissolved, its stock canceled, 
and its bonds retired. All its assets, consisting of cash, bills receivable 
and dividends accrued, and stocks and bonds of corporation A, were 
transfert·ed to corporation C. On January 1, 1914, the common stock 
in corporation A was ·worth $27,162,000. From January 1, 1913, to 
May 31, 1917, corporation C owned all the stock and bonds in corporation 
A. On March 3, 1917, corporation C had outstanding capital stock of 
par value of $30,951,493, none of which was owned by any member of the 
consolidated group that tiled a profits-tax return for 1917. The bureau 
made an audit in which it determined " plaintiff's consolidated invested 
capital" by applying the 20 per cent limitation on intangibles to the 
intangibles owned by corporation A in 1912 when B's stock was acquired 
by corporation C. In other words, the bureau included in consolidated 
capital int11cnglbles of A to the extent of 20 per cent of C's stock out· 
standing on March 3, 1917. The additional tax resulting therefrom 
was in issue in the suit, In which the taxpayer contended that the con
solidated invested capital should consist of the par value of C's own 
stock on March 3, 1917, namely, $30,951,493, plus the conSQlidated sur
plus shown on .. its consolidated balance sheet" as of January 1, 1917, 
which contention, of course, ignored the 20 per cent limitation on A's 
intangibles previously applied by the bm·eau. 

3. The taxpayer contends that the 1918 invested capital of the 
Neville Iron Mining Co. (a subsidiary) should be increased for the 
reason that the bureau, in its audit, overstated depletion sustained on 
iron ore to the end of 1917. 

The taxpayer's figure is based on the amount shown by bureau engi
neer's report, dated January 29, 1924. Subsequent to the time this 
report was issued it was discovered that some of the schedules con
taine~ errors. One of these was the schedule showing depletion sus
tained on the " Morris and Day and Winifred leases " owned by the 
Neville Iron Mining Co. This schedule showed the correct investment 
figures and also the correct ore reserves, but in showing the tonnage 
shipped it failed to include the tonnage applicable to the Winifred 
lease. The amount shown in the bureau audit as sustained depletion 
at December 31, 1917, reflects the correction of this error. The tax
payer's contention is, therefore, denied. 

4. The bureau determined that the amount of depreciation sus
tained on the property of the Northern Liberties Railway Co. was less 
than the amount provided by the company on its books in arriving at 
the surplus included in invested capita l in the tax return. The tax
payer agrees with this determination, but claims that the commissioner 
in making the adjustment on account thereof decreased the invested 
capital reported in the tax return, whereas be should have increased it. 

The error complained of appears on page 1443 of bureau letter 
dated December 28, 1925. In compiling the summary showing the 
revised invested capital of each company in the consolidation, however, 
the error was corrected, so that the revised invested capital applicalJie 
to the Northern Liberties Railway Co. shown in the summary on ·page 
2514 of this letter is greater than the amount shown on page 14!3. 
Since the consolidated invested capital shown by the summary is the 

amount which was used in the computation of the tax liability, the 
correction of the error complained of on page 1443 will have no elfect. 

5. The taxpayer contends that in computing the invested capital 
applicable to the Oliver Iron Mining Co. the bureau overstated the 
amount of depletion sustained on iron ore to the end of 1917. 

The taxpayer's figure is based on bureau engineer's report, dated 
January 29, 1924. From a complete analysis of the accounts it is 
found that the amount in controversy is composed of two items. 

(1) The Queen mine three-sixteenths fee and (2) the Aragon mine 
lease. As to the first item the taxpayer is in error for the reason 
that it bas considered this three-sixteenths fee interest in ·the Queen 
mine as being owned by the Regent Iron Co., whereas in truth and in 
fact it is owned directly by the Oliver Iron Mining Co. As to the 
second item the taxpayer is in error for the reason that it failed to 
take Into consideration the correction of the sustained depletion on 
the Aragon mine lease, which correction was made on the basis of the 
taxpayer's own schedule submitted to the bureau in 1925. 

The taxpayer's contention is therefore denied. 

ACCRUED DEPRECIATION, UNIVERSAL PORTLAND CEMENT CO. 

During the year 1912 the Universal Portland Cement Co. com
menced the construction In Duluth, Minn., of a new plant for the manu
facture of Portland cement from slag, and it was not until February, 
1916, that the plant actually began operations. In determining depre· 
elation sustained on the property owned by the Universal Portland 
Cement Co. the bureau merged the expenditures made for the Duluth 
plant with those made for other plants and applied a rate (modified by 
activity) which was the composite rate used for all depreciable property 
of this company for those years. 

It is the contention of the taxpayer that no depreciation whatever 
should have been computed on the Duluth ·plant during the period of 
construction or prior to the time the plant was placed in actual opera
tion and cites article 161 of regulations 45 and 0. D. 845, supra, 
in support of its contention. The taxpayer explains that the bureau, as 
a result of its action, erroneously reduced invested capital by an amount 
representing the aggregate of the amounts of depreciation computed for 
the Duluth plant for the years 1912, 1913, 1914, and 1915. 

The question here raised is identical in principle with the one raised 
in the case of the Indiana Steel Co. with respect to its Gary plant for 
the years 1906, 1907, and 1908, above described. In that case the tax
payer's contention is being allowed inasmuch a.s the l'esult contended for 
is consistent with the rulings of the bureau. 

It bas accordingly been decided in the instant case that no depre
ciation be computed on the Duluth plant of the Universal Portland 
Cement Co. for the years 1912, 1913, 1914, and 1915, and that no 
reduction to invested capital should be made for such assumed deprecia
tion. 

Year 1919 
Taxes paid, original return _________________________ $30, 745, 606. 45 
Additional payments : 

1921--------------------------- $23,123.58 
February, 1928------------------ 4,275, 276.83 

Total additional payments--------------------

Total payments----------------------------

Piior overassessment certificates (abated February, 
1928)--~---------------------------------------

Proposed refund, principaL------------------------

Total overassessments ----------------------
Interest (approximate) ----------------------------Refund of original tax ___________________________ _ 
Taxpayer's claim in court : 

Principal------------------------------------
Interest--------------------------------------

4,298,400.41 

35,044,006. 86 

273,004.63 
4,391,025.70 

4,664,030.33 
2, 300,000.00 

365,629.92 

13,401,467.40 
7,500,000.00 

In February, 1921, the taxpayer made a voluntary payment of 
$23,123.58, due to elimination of deductions taken for so-called war 
activities like the Red Cross, etc. 

The first travel audit report dated February 12, 1927, recommended 
an additional assessment of $3,363,828.85, which was not assessed pend
ing completion of the audit of t he case. The first bureau audit was in 
June, 1927, and the revised audit in December, 1927. Based on the 
r evised audit an additional tax was set up of $4,275,276.83, which was 
assessed and was satisfied by a credit from 1917 ovet·payment, and, 
upon a revision of the audit in February, 1928, $273,004.63 was allowed 
as a.n abatement. · 

At no time heretofore did the taxpayer of the Government consider or 
treat the audit as final. However, the present adjustment is agreed 
to be a final settlement to be carried out as noted above in the discus
sion of the year 1918. 

Attention will now be given to the more important features involved 
in the present audit of 1919. 

LICENSES OF PATENTS-LOI!AIN STEEL CO. 

This issue bas been discussed in detail in the report prepared on the 
overassessment for 1918, and repetition is not necessary here. Since 
the license agreement involved was terminated on May 1, 1919, it bad a 
life of only four months in that year. 
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DEPRECIATION-<:AllNEGIE STEEL CO. (NEW .TERSEY) 

During the progress of the audit of the United States Steel Corpora
tion case for the years 1917 and 1918 it became necessary to determine 
depreciation rates t~ be applied to the properties of the various com
panies. With respect to the properties of the manufacturi.Dg companies 
the bureau conceded in nearly every instance that a slightly higher rate 
should be used in the years 1917 and 1918 than in prior years, due to 
the abnormal conditions under which the plants we1·e operated. The 
bureau was convinced that the additional strain placed upon these 
plants because of excessive production, inefficient lapor, and inability to 
make proper repairs, brought about by the war, justified a slight accel
eration in the .rate of depreciation. 

Wben the original audit for the years 1919 and 1920 was made the 
bureau resumed the use of the normal depreciation rates. The tax
payer strongly protested this action, claiming that practically the same 
conditions existed throughout 1919 and 1920 as in 1917 and 1918, due 
to strike troubles, even though the actual output was somewhat lower 
for the same cause. 

In view of the matter presented the bureau at first decided to continue 
the accelerated depreciation rate for 1919 and 1920 for all companies 
which could show production reasonably close to that of 1917 and 1918. 
Upon the submission by the taxpayer of figures showing comparative 
production for the four years the bureau revised the previous audit, 
allowing the acceleration in rate on all manufacturipg companies except 
Carnegie Steel Co., Lorain Steel Co., Minnesota Steel Co., and American 
Bridge Co. With respe.ct to these four companies the bureau was of 
the opinion that the production shown for the years 1919 and 1920 did 
not warrant the use of the higher rate. 

The taxpayer later contended that the bureau was in error in refusing 
to allow the accelerated rate to the Carnegie Steel Co. and explained 
that the strike of the steelworkers was much more detrimental to the 
Carnegie Steel Co. than to other companies. 

It is recognized that there is considerable merit to the taxpayer's 
contentions that the additional depreciation sustained by reason of the 
strike conditions prevailing in 1919 and 1920 was as great as the 
additional depreciation sustained in 1917 and un8 because of the war 
conditions, notwithstanding slightly lower production in 1919 and 1920. 

The bureau is of the opinion that the strike conditions complained of, 
particularly the steelworkers' strike, did bave a serious effect on the 
company's production for 1919 and 1920, and also added materially to 
the amount of depreciation the company's plants must have sustained. 
An examination of the production figures of the four companies on which 
the accelerated rate was denied, disclosed the fact that the decline in 
1919 and 1920 production as compared with that of 1917 and 1918 
is much greater in the case of the other three companies than in the 
case of Carnegie Steel Co. The taxpayer has waived its claim as to 
accelerated rates on the other three compani~s. 

After taking all of the facts into consideration, the bureau bas al
lowed the company's contention for the year 1919, but not for 1920. 
The distinction is based largely on the !act that the strike condition 
in 1920 was less serious than in 1919. The taxpayer, in order to ell'eet 
a settlement of the case, has conceded the disallowance for 1920. 

. MARCH 1, 1913, VALUE OF LAND SOLD H. C. FRICK COKE CO. 

During 1919 this subsidiary sold certain coal and .surface acreage 
owned by it on March 1, 1913, and reported a taxable profit thereon. 
In arriving at the taxabl~ gain from this transaction, the bureau is 
asserted by the taxpayer to have set the March 1, 1913, value at a 
figure rep.resented to be less than the correct value on that date. 

At the time the bureau made its field investigation the company brought 
to the attention of the auditor who was examining this particular com
pany's books certain information purporting to show that the company 
in its- tax returns had ov~rstated the profits derived from these sales 
by reason of having used a March 1, 1913, value which was too low. 
The field auditor accepted the taxpayer's information and adjusted 
taxable income accordingly. Upon review of the case in W~shington, 
the bureau reversed the field auditor's adjustments on the ground that 
the evidence submitted was not sufficient to establish the March 1, 1913, 
values claimed. , 

The Court of Claims, after pointing out that corporate stocks were 
tangible property under the bureau's regulations (art. 47, Regulations 
41), held that C's stock of $27,162,000 was issued in. 1912 in payment 
for tangible property consisting of capital stock of B, the value of 
which was conceded to have been equal to the par value of C's stock 
then issued, and ordered judgment for corporation C in the full amount 
claimed. Thus the court held in effect that the consolidated invested 
capital should be based upon the January 1, 1914, cash value of C's 
assets that bad been acquired for its stock in 1912, shown to be 
$31,689,000, and should consist of C's capital stock of par value 
$30,951,493 outstanding on March 3 , 1917, plus consolidated surplus at 
January 1, 1917, of $4,933,417.16. Stated abstractly, the court held 
that where a so-called parent corporation, prior to 1917 acquired the 
stock of a subsidiary for its own stock. and also prior to 1917 acquired 
through liquidation of the subsidiary -the latter's assets, including the 
stock of a subsidiary corporation possessing intangibles, the 20 per c.ent 
limitation on intangibles acquired through issuance of stock is Jnap-pli-

cab1e because tlie IDtangibles· were n<lt in fact acquired· for ·stock . . It 
should also be <lbserved that the eourt used a valuation at the time of 
acquisition of the subsidiary stock, and not the invested capital of the 
subsidiary which would be based on values when acquired by the sub
sidiary. Certiorari to the United States Supreme Court was dismissed 
on the initiative of the <rovernment (275 U. S. 576, 48 Sup. Ct. 83) . . 

In the present case the United States Steel Corporation, having issued 
its stock in 1901 for stock and securities in other corporations, which 
already were in the position of parent to underlying subsidiaries, claimed 
the right to inclune in eonsolidat~d invested capital the value in 1901 
of the stocks acquired by it in ·1901 and without any resulting reduction 
under the intangible limitation as to any intangibles then owned by the 
subsidiaries so acquired. This contention was conceded in theory sub
ject to a reduction in the amount of capital for reasons indicated 
below: 

For 1917 the increase to invested capital allowable on account of 
restoration of the reputed excess of intangible values ov~r the 20 per 
cent maximum, pursuant to the United Cigar Stores Co. decision, was 
stated as $69,000,000, but the increase was reduced to about $39,250,000, 
through an agreement influenced principally by the decision by the 
Board of Tax Appeals, on June 19, 1928, in the case of Grand Rapins 
Dry Goods C~. (12 B. T. A. 696). Since the intangible limitation under 
the_ 1918 law is 25 per 'cent, ·Qr approximately $43,000,000 gr~ater than 
the 20 per cent limitation under the 1917 law, the amount of invested 
capital now allowed is less than the maximum amount allowable under 
the 1918 act so far as the limitation provisions are c<lncerned. 

For purposes of illustration of the principle invo1ved in the board 
case just cited, a r6sum~ of the facts developed in the decision in that 
case is here given. 

The subsidiary corporation was organized in 1912 with a paid-up 
capital stock of $60,000, but prior to December 31, 1919, it had paid 
no dividends, and from January 1, 1919, to August 1, 1919, it had 
sustained an operating deficit of an undisclosed amount. On August 1, 
1919, the parent corporation purchased the .stock in the subsidiary 
from its stockholders for $15,000 cash. The bmeau excluded the 
subsidiary's separate capital of $60,000, and substituted $15,000 
therefor, in the consolidated invested capital computation. The Board 
of Tax Appeals, after citing with approval its prior decisi()ns to the 
effect that, in determining consolidated invested capital, the corporate 
entities are to be disregarded, and that therefore the situation is like 
that of a single .corporation purchasing its own stock ; heid that the 
cash capital. paid in to the subsidiary, $60,000, should be treated as 
having been returned to the stockholders, to the extent of the $15,000 
paid by the parent to the subsidiary'.s stock~olders, thus leaving in 
consolidated capital $45,000 of the original capital paid in to the 
subsidiary. 

Two members of the board (Messrs.. Sternhagen and Marquette) 
dissented on the ground of insufficient evidence of the correct capital, 
but were agreed that the bureau had erroneously treated the trans
action as U the parent had bought the subsidiary's assets, instead 
of its stock, for the $15,000. Mr. TRAMMELL seems to have dissented 
npon the ground that the board's theory was wrong, pointing out the 
logical consequences4 that the invested ca.Pital, with respect to the 
subsidiary acquired, would be in inverse proportion to the true value of 
the subsidiary's stock. He further expressed the opinion th~t no 
liquidation of stock could occur from the purchase by one corporation 
of the stock of another, even if the two are admittedly affiliated and 
the purchase be of a min~rity interest, to this extent recognizing 
the separate entities. He also stated that if the parent purchMed 
the subsidiar:y stock, other than out of current earnings, there would 
be a duplication that should not increase invested capital because the 

_parent' ~ , funds were already in.ciuded in its uivested capital. 
Murdock's dissent also was based on the insufficiency of evidence in 
the record, but he apparently was of opinion that no additional capital, 
over that of the parent alone, came in to the consolidation by the 
purchase of the subsidiary ·stock by the parent. 

The possible effect of application of the rule in the Grand Rapids 
Dry Goods Co. case uPon the determination of consolidated invested 
capital in the United States Steel Corporation case was considered 
at some length in the report on the present case covering the year 
1917, wherein there were discussed var~ous decisions by the board, such
as Regal Shoe Co. (1 B. T. A. 896), acquiesced in; National Bakers' 
Egg ~o. (3 B. T. A . . 1205); and Gould Coupler Co., supra, in which 
cases affiliation did not persist during the taxable years there involved; 
Middlesex Ice Co. et al. (9 B. T. A. 156), not acquiesced in, where 
the board indicated that consolidated invested capital should be ar
rived at by adding the separate capitals of the members of the group, 
and then eliminating duplicated items or amounts, either of investment 
or of earned surpl_us, and refused to sanction the bureau's action in 
eliminating the earned surplus of a subsidiary at the time its stock 
was acquired by the parent company, after a finding of fact that such 
surplus was not reflected in the accounts of the parent; L. s. Donald
son Co. (Inc.) et al. (12 B. T. A. 271), acquiesced in, where the board 
held that consolidated invested capital should include appreciation of 
·an asset, over cost to the parent, realized when assigned prior to 1917 
by the parent to the subsidiary for the latter's stock, the board rec-
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ognizing that duplication of the asset value and the cost of the sub
sidiary stock to the parent should be eliminated, but pointing out that 
its prior decisions, such as Farmers Deposit National Bank, supra ; 
H. S. Crocker Co., supra.; American La Dentelle (Inc.) (1 B. T. A. 
575), acquiesced in ; Gould Coupler Co., supra ; and Risdon Tool & 
Machine Co. (5 B. T. A. 530), did not hold that the affiliated group 
should be treated as a single economic unit, or that such a group 
should be taken as having the attributes "of a single taxpayer prior to 
the time when consolidated returns were required; Hollingsworth, 
Turner & Co. (1 B. T. A. 958), acquiesced in, wherein the board ex-

• pressly approved of article 868 of'· Regulations 45, but did not set forth 
sufficient facts to permit of a close scrutiny of the application of the 
regulation; Burke Electric Co., supra, wherein· the facts are not well 
developed, but the board denied a claim for paid-in surplus where 
stockholders of a subsidiary sold their stock to the parent for cash at 
less than its actual value, apparently on the sole ground that the 
purchase price to the parent did not affect consolidated invested 
capital; and W. S. Bogle & Co. et al. (5 B. T. A. 541), acquiesced in, 
whet•e the board (by Mr. Littleton) held that under section 240 of the 
1918 law there is no distinction between the two classes of affiliation, 
usually termed " Class A" and " Class B," in computing the tax or 
determining the consolidated invested capital. 

It was recognized in the report for the year 1917 that the matter 
of the proper method of determining consolidated invested capital was 
still unsettled in view of the position taken by the board contrary 
to the United Cigar Stores Co. decision. Because of the unsettled 
condition of the issue, the 1917 profits-tax liability was determined 
through settlement, to avoid the uncertainties of prolonged litigation. 
The basis of settlement was explained in detail to the Joint Committee 
on Internal Revenue Taxation, orally and in the report to that com
mittee pursuant to section 710 of the revenue act of 1928. 

It was recognized, also, in the report on the year 1917 that a tech
nical application of the Grand Rapids Dry Goods Co. decision by the 
board would require an analysis of transactions occurring long prior to 
the taxable year, some of the companies being a century old. This task 
was obviously impossible of performance in the present case. 

Subsequent to the time when the year 1917 was under consideration 
very little in the way of preceptive and enlightening authority has been 
established. The board has handed down a few decisions following the 
theory used in the Grand Rapids Dry Goods Co. decision, supra (e. g., 
Auto Sales Corporation, 14 B. T. A. 61 ; Pittsburgh Supply Co., 
14 B. T. A. 620; American Bond & Mortgage Co., 15 B. T. A. 264; 
and Trustees for Ohio & Big Sandy Coal Co., 15 B. T. A. 273), but none 
of these decisions have been reviewed by the circuit court of appeals .. 
Although the case of the Auto Sales Corporation, supra, is now pending 
before the circuit court of appeals, it seems that the court's decision will 
in all probability be confined primarily to issues of fact. as was the 
board's decision, and that the legal pdnciple involved will not be decided 
by the higher court. It also seems doubtful if a precedent will be estab· 
lished in the case of Trustees for Ohio & Big Sandy Coal Co. et al., 
supra, now pending before the circuit court of appeals, due to the 
peculiar facts in that case. 

A.s was pointed out in the report on the 1917 part of the case, at least ' 
four different theories as to consolidated invested capital determination 
have developed as follows: 

A. Treasury departmental regulations, articles 867 and 868, regula-
tions 45 and 62. . 

B. As held by the Court of Claims in the case of United Cigar Stores 
Co. of America v. United States (62 Ct. Cis. 134, 5 American Federal 
Tax Reports 6028) certiorari dismissed (275 U. S. 576, 48 Sup. Ct. 83). 

C. As held by the Board of Tax Appeals, in the case of Grand Rapids 
Dry Goods Co. (12 B. T. A. 696). 

D. The so-called legal theory, as advanced by attorneys for the tax
payer herein. 

These theories will be briefly outlined. 
A. The principle of articles 867 and 868, regulations 45 and 62, supra, 

firSt appeared in the edition of Regulations 45 approved April 16, 1919, 
as T. D. 2831. This principle was to treat the acquisition of the sub
sidiary's stock as if the latter's assets were in fact acquired, thereby 
also giving effect to cl~anges in value of the subsidiary's assets since 
their acquisition by it. The statutory 25 per cent limitation was applied 
in cases where subsidiary stock was acquired for the parent's stock and 
intangibles were owned by the subsidiary. 

B. The Court of Claims held, in the United Cigar Stores Co. of 
America case, that consolidated capital should include the value of 
the subsidiary stock at the time acquired by the parent company-in 
which respect it is in harmony with the bureau regulations above 
cited-but it held inapplicable the percentage limitation on intangibles 
of the subsidiary presumptively acquired with stock of the parent. 
The court looked at the reality of the transaction, i. e., the acquisition 
of subsidiary stock for stock in the parent, and disregarded the pre
sumption in the bureau regulations that the parent in effect was ac
quiring the subsidiary's assets. 

C. The board's decision in the case of Grand Rapids Dry Goods Co. 
differs from the two foregoing positions, in that it disregarded the 
value of the subsidiary's assets at the time when the parent acquired 

the subsidiary stock, but looked back to the invested capital or ac
quisition value of the assets of the subsidiary taken by itself. Such a 
method eliminates any depreciation or appreciation in market value of 
property acquired or developed by the subsidiary prior to consolida
tion with the parent. Later board decisions indicate its view of con
solidated capital to be the sum of the invested capitals of each mem
ber of the group, separately determined, minus so-called duplication 
representing the acquisition cost to the parent of the subsidiary's 
stock. However, under the board's theory the reorganizations prior to 
1917 would aid the taxpayer because appreciation occurred that would 
be recognized in 1918 capital both by the board decision (e. g., Regal 
Shoe Co., 1 B. T. A. 896) (acquiesced in) and bureau ruling (e. g., 
L. 0. 1108, III-1 C. B. 412). 

D. The taxpayer's representatives herein have contended for a so
called legal theory whereby consolidated invested capital would con
sist of the sum of the separately determined invested capitals of each 
member of the group, without any reduction for dupUcation of invest- . 
ment, as between subsidiary and parent. but subject to inadmissible 
adjustment under section 326 (c) of the 1918 act. In the petition to 
the Court of Claims an invested capital is claimed of $1,915,715,682.25, 
whereas the amount now allowed is about $1,446,480,787.78. 

The present case is adjusted under the theory of the United Cigar 
Stores Co. of America decision, supra, after making a reasonable al
lowance for a reduction in capital through the theory of the Grand 
Rapids Dry Goods Co. decision, supra. The amount of capit.al so de
termined on this basis is slightly less than that allowable under the 
bureau regulations. In other words, the amount of capital now ac
cepted is supported both by the theory of the bureau regulations and 
that of the United Cigar Stores Co. of America decision, supra, and, 
under one view, by the Grand Rapids Dry Goods Co. decision, supra. 
If the case should go to trial and the Court of Claims would strictly 
apply its own theory, as expressed in the United Cigar Stores Co. of 
America decision, supra-as it would be expected to d~there seems 
to be little question but that in adjusting values under that theory the 
amount of capital as now determined would be very substantially 
increased. 

If the taxpayer's legal theory should be maintained, in litigation, 
by the Supreme Court, then the capital so allowed would exceed the 
amount allowable under any of the other three theories, by several 
hundred million dollars. 

Discussions relative to the determination of consolidated invested 
capital in adjusting the 1917 part of the case may be found in House 
Document 143, Seventy-first Congress, first session, entitled "Refunds 
and Credits." This document contains the report of the Joint Com
mittee on Internal Revenue Taxation pursuant to section 710 of the 
revenue act of 1928 and the report of the staff of the joint committee 
to the committee. On page 60 of this report appears a letter from 
Hon. W. C. Hawley, chairman, to the commissioner, which reads as 
follows: 

DECEMBER 19, 1928. 
Hon. DAVID H. BLAIR, 

Commissio-ner of Internal Revenue, 
Treasury Department, Washington, D. 0. 

MY DEAR MR. COMMISSIONER: The Joint Committee on Internal 
Revenue Taxation at two sessions held on December 17, 1928, con
sidered some of the problems involved in arriving at the tax liability 
of the United States Steel Corporation for the year 1917, with special 
reference to the computation of the consolidated inve::.'ted capital. 

After considering the statements of your representatives, the pre
ponderant opinion of the members of the committee was that the 
committee should not interfere with your bureau in the determination 
made and the refund proposed. 

The staff of the committee is still engaged in making certain mathe
matical checks of this case. If any questions arise in connection with 
such checks, they will be taken up in the usual way before the ex
piration of the 30-day period. 

Very truly yours, 
W. C. HAWLEY, Chairman. 

On December 19, 1928, Mr. Parker addressed a letter to the bureau 
in which he made inquiry (1) as to the procedure the bureau expected 
to follow in arriving at consolidated invested capital of the United 
States. Steel Corporation and subsidiary companies for the years 1918 
to 1920, inclusive, and (2) as to the possibility and feasibility of tak
ing a test case through the courts which would develop the funda
mental theory of consolidated invested capital. The. answer made was 
to the effect that in view of the comparatively few profits-tax cases 
remaining in the bureau which would be affected ; the impracticability 
of withholding action on such cases until the outcome of a test case; 
also in view of the difficulty of prosecuting a case which would bring 
out all of the points involved in all cases, the bureau believed that it 
had adopted the best policy in deciding to settle this type of case 
and that it planned to pursue this policy in adjusting the United States 
Steel Corporation ca~ for the years 1918 to 1920, inclusive. 

The amount of capital finally adopted by the bureau represents an 
administrative settlement of an exceptionally difficult situation, upon 
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a basis that is believed to be entirely satisfactory to the Government. 
The amount is believed to be less than may be expected. to be main
tained in possible litigation, if the suit be pressed through the courts. 

INVESTED CAPITAL, PRIOR DEPRECIATION, INDIANA STEEL CO. 

The Indiana Steel Co. was incorporated February 1, 1906, and shortly 
thereafter commenced construction of its plant at Gary, Ind. Con
struction continued during 1906, 1907, and 1908, and it was not until 
November, 1908, that the company actually began any operations what
ever, and then only to a very minor extent. 

It is the contention of the taxpayer that no depreciation whatever 
should have been computed on the plant during the period of construc
tion prior to the time the plant was placed in actual operation, and it 
cites article 161 of regulations 45 and 0. D. 845 (4 C. B. 178), in 
support of its contention. The taxpayer contends that as a result of 
the bureau's action its invested capital was erroneously reduced by the 
aggregate of the amounts of depreciation computed for the years 1906, 
1907, and 1908. 

Article 161 of regulations 45 provides that in computing net income 
there shall be allowed as a deduction a reasonable allowance for ex
haustion, wear and tear, and obsolescence of property used in the trade 
or business. This regulation provides further that the proper allow
ance for such depreciation of property used in the trade or business is 
that amount which should be set aside for the taxable year in accord
ance with a consistent plan by which the aggregate of such amounts for 
the useful liie of the property in the business will suffice, with the 
salvage value, at the end of £Uch useful life to provide in place of the 
property its cost, or its value as of March 1, 1913. 

0. D. 845 (supra) defines the term "useful life" to mean the 
period of time over which an asset may be used for the purpose 
for which it was acquired. This ruling further states that in the case 
of a new building the period starts at the time the building is com· 
pleted and capable of being used, and that a building under construction 
is not subject to a depreciation allowance for income-tax purposes. (See 
also footnotes to Schedules A, B, and C, in the board's decision in 
the case of Planters Nut & Chocolate Co. (7 B. T. A. 173) (acquiesced 
in). 

In view of the fact that the Gary plant did not start operations until 
November, 1908, and then only to a minor extent, the bureau is of the 
opinion that no depreciation should have been computed for the years 
1906, 1907, and the first 10 months of 1908. Beginning with November 
1, Hl08, depreciation should be computed at a reduced rate during the 
period of minimum operations and at the regular rate thereafter. 

SO-cALLED MECHANICAL JlRRORS IN AUDIT 

1. The United States Steel Corporation for many years has conducted 
a stock-sales plan whereby it sells shares of its own stock upon the 
installment basis to its employees. In addition to the regular divi
dends on such stock, a special additional " dividend" is credited an-

. nually to each subscription account until the subscription is fully paid 
for. '.rhe stock so subscribed for has been excluded from invested capi
tal until fully paid for, the regular and special "dividends" being 
treated as additional compensation to the employees and deductible 
from gross income. In the case of subscriptions entered into in 1916 
and later years, these credits have been treated as deductible only in the 
year of final payment on the stock, because the credits were subject to 
revocation in the event of cancellation of the subscription, but in the 
ease of subscriptions entered into prior to 1916 the credits to t.he 
subscription accounts were irrevocable. 

For 1917 the corporation deducted an amount as special compensa
tion on stock subscriptions, but the final credits on various subscrip.. 
tions in that year amounted to a smaller sum. The difference was dis
allowed as a deduction for 1917, bnt was not restored to 1918 invested 
capital in the prior bureau audits, because the credit for 1917 special 
compensation was not actually entered on the books until January 10, 
1918, while the capital was based upon an analysis of the stock-sub
scription accounts as shown by the books at December 31, 1917. This 
being a purely audit error, the correction is conceded. 

2. The taxpayer contends that the 1918 invested capital of National 
Tube Co. (a subsidiary) should be increased by an amount representing 
the difference between the amount deducted by the said company from 
its gross income in 1917 on account of its tube-mill furnace rebuilding 
fund and the amount allowed by the bureau on account thereof. 

The tube-mill furnace rebuilding fund is a surplus reserve provided 
from income to create a fund from which expenditures are made for 
the purpose of keeping the tube-mill furnaces in proper operating con· 
ditlon. For the years 1909, 1910, 1911., 1912, 1913, and 1918 the com
pany deducted in its income-tax returns the provisions which were 
charged to income and credited to tlle reserve on the books, while for 
the years 1914, 1915, 1916, and 1917 the company deducted in its 
income-tax returns the expenditures which were charged to the reserve 
on the books. Treating the account as a surplus reserve, the bureau 
nllowed the expenditures charged thereto as deductions from income in 
all years. There was no disallowance in 1917 as claimed by the tax
payer. 'l'he credit balance shown by the reserve at the beginning of 
1917 was included by the taxpayer in 1917 invested capital reported 

in the tax· return, ana correctly so, while the credit balance in this 
account at the beginning of 1918 was erroneously omitted from the in
vested capital reported for 1918. The bureau in auditing the 1918 tax 
return failed to correct this error. It is clear, therefore, that invested 
capital for 1918 should be increased by the amount claimed, not for 
the reason claimed by the taxpayer but for the reason that it repre
sents the amount of the credit balance in this account at the beginning 
of 1918. 

The only evidence which the taxpayer submitted consisted of several 
affidavits, each of which is executed by a person who declares that he 
has been a resident of the county and State wherein the properties are 
located, fQr a period anywhere from 50 to 70 years, and that in the 
opinion of the deponent therein mentioned certain lands are worth cer
tain values as of March 1, 1913, all of which supports the claim made 
by the taxpayer. The affidavit~ were dated approximately the 1st of 
October, 1927. 

The taxpayer sought to have the matter reconsidered on the ground 
that the affidavits are the best evidence available and for that reason 
should be accepted as establishing the value at issue. 

It is believed that an affidavit executed in 1927 expressing an opinion 
as to the value of an asset as of a date 14 years prior thereto should 
not be accepted as conclusive without further supporting evidence. The 
taxpayer's contention has accordingly been denied. 

TRACK DONATIONS-RAILROAD SUBSIDIABIES 

In the brief filed a request is made for the elimination from gross 
income of two items representing transfers of spur tracks, grading 
costs, and the like, to the railroad corporations from industrial concerns 
along their lines of road, alleged to be gifts and not taxable income. 
Reliance is had on the board's decision in the case of Great Northern 
Railway Co. (8 B. T. A. 225), acquiesced in, on this issue. 

All the grading referred to above was on the railroad company's r-ight 
of way, in connection with spur tracks desired by the contributors, as 
were the tile and fire hydrant contributed by those who desired the instal
lation of such facilities for their own benefit. The record does not show 
whether the contributions covering grading were in labor, or in cash to 
cover cost of gra<ling. The tracks graded were owned by the railroad 
company and were carried in its property account at cost, included in 
which was the cash or estimated value of the labor contributed, in 
compliance with Interstate Commerce Commission regulations. 

The amount of the said contributions has beeu included by the bureau 
in gross income, which ·action the company protests on the theory that 
it does not constitute on item of taxable income within the meaning of 
the sixteenth amendment and the income tax laws. 

A similar issue was considered by the bureau in connection with the 
company's income and profits tax liability for 1918, and in view of the 
decision of the United States Supreme Court in re Edwards v. Cuba 
Railroad Co. (268 U. S. 628) and the decisions of the United States· 
Board of Tax Appeals, in re Great Northern Railway Co., supra, :tnd 
other similar cases, it was held, as it is here, that the contributions in 
question should be excluded from gross income. 
MARCH 1, 1913, VALUE OF JONES ISLAND REAL ESTATE--ILLINOIS STEEL CO; 

The Illinois Steel Co., in a schedule showing a reconciliation between 
book income and taxable income, filed with the consolidated income and 
profits tax return for the year 1919, reported a certain sum as nontax
able income. The item in question represents the excess of the sales 
price over cost prior to March 1, 1913, of certain parcels of land tOD 

Jones Island near Milwaukee, Wis., which land was condemned and 
acquired by the city of Milwaukee. The company contended in its tax 
return that the March 1, 1913, value of the property in question was 
equal to the portion of the sales price received in 1919; hence no tax
able gain was derived from the transaction. 

The bureau in its travel audit report dated February 12, 1927, denied 
the taxpayer's contention that the March 1, 1913, value of Jones Island 
real estate was equal to the sales price received in 1919. The tax
payer having failed to submit sufficient data to enable the travel auditor 
to establish a March 1, 1913, value the excess of the sales price over· 
cost was added to taxable income for the year 1919. 

In the brief since filed the taxpayer asserted error on the part of the 
bureau in its audit of December 20, 1927, in using a March 1, 1913, 
value less than sales price. The March 1, 1913, value used by the 
bureau, in its 60-day letter of December 20, 1927, was the assessed 
value on that date for purpose of local ta.....:ation. The land was 
adaptable for use as a factory site, coal yard, dock, or wharf, but was 
taken over by the city of Milwaukee for public purposes. 

An issue having thus been raised as to the correct March 1, 1913, 
value of the land on Jones Island, additional evidence as to this trans
action was requested by the bureau. 'l'he taxpayer made a further 
investigation into the matter and considered the applicability of the 
decision by the Circuit Court of Appeals for the Third Circuit, in the 
case of Tabor Manufacturing Co. v. United States (34 Fed. (2d) 140), 
reversing the Board ot Tax Appeals decision reported in 10 B. '1'. A. 
1197. (It may be noted that the method of treating the appreciation 
as gradually accrued, which was sanctioned by early departmental rul· 
ings cited in Hays v. Ganley Mountain Coal Co. (247 U. S. 189, T. D. 
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2724) was adopted by the circuit court of appeals because of the "entire 
absence of any competent data that made possible any other fixation," 
such as comparable sales or evidence of fluctuations in value.) 

In the course of the taxpayer's inquiry as to the March 1, 1913, value 
of the land sold, it developed that while the greater part of the pur
chase price for such land was not actually paid over to the vendor 
corporation untU 1919, this was due to the pendency of sundry con
flicting claims for the proceeds of the sale. The evidence indicates that 
the damages awarded the taxpayer company were confit·med by the city 
council ; that the moneys in payment thereof were in the hands of the 
city treasurer and ready to be paid over to the owner; and that the 
statutory 10-day notice to the board of public works was given, all in 
1917, so that it is probable that the title vested by operation of law 
under the local statute during the year 1917. It is also stated that the 
taxpayer corporation, in its settlement with the city of Milwaukee, was 
relieved of payment of property taxes on the land after 1917, the adjust
ment being based upon the theory that the sale was effected in 1917. 
(See in this connection sec. 16, Cb. VI of the amended charter of Mil
waukee, in ch. 524 of ·wisconsin Laws of 1887 (p. 1397), and sec. 13, 
ch. 297, Wisconsin Laws of 1907. Cf. North Texas Lumber Co. v. 
Commissioner, 30 Fed. (2d) 680.) 

In settlement of the issue the taxpayer bas consented to have the 
sale treated as a 1919 transaction, but pt·oductive of no taxable income 
in that year. 

DONATIONS 

In the brief filed on August 24, 1929, request was made for the right 
to deduct so-called donations made by the National Tube Co. to the 
Y. M. C. A., and of $7,500 made by the National Tube Co. to the same 
association. These donations are like the Y. M. C. A. "donation" de
scribed in the report on 1()18, and for the reasons therein given, the 
amounts paid in 1919 have been allowed. 

PROFITS FROM STATlil LEASES 

Four subsidiaries received a large amount of income in 1919 from the 
operation of leases of mineral lands owned by the State of Minnesota 
or political subdivisions thereof. The taxpayer has agreed, in order to 
effect a settlement of the entire case for the year 1919, not to insist 
uTJon the claim to exemption of this income. and the exemption has 
accordingly been denied. This issue is discussed more fully in the report 
on 1918. 

BOND PREMIUM IN INCOME 

This issue is the same as was treated in the report on 1918, the same 
corporations being involved. It is deemed unnecessary to repeat here 
the basis of the rulings there discussed, which are equally applicable to 
the later year. F.or purposes of settlement the taxpayer has yielded on 
this issue, and to so-called bond premium, representing proportionate 
parts of the total premium received on issuance of the bonds prior to 
1919 has been included in the 1919 taxable income. 

UNRELEASED PREMIUM, DULUTH, MISSABE & N()~THERN RAILWAY CO. 

As the bonds bought bad been issued at a premium in years 1909 to 
1914, the bureau added to 1919 income the so-called unreleased or un
amortized premium. This issue is the same as was discussed in the 
report on 1918 and has been disposed of similarly, i. e., contrary to the 
taxpayer's contention. 

TAXES IN Il'fVENTORY--QLIVER IRqN MINING CO. 

In the taxpayer's brief objection was raised to the bureau's action in 
adding to the closing inventories of the Oliver Iron Mining Co. an 
amount described as taxes on real estate levied by various States or 
their political subdivisions. A similar contention was made for the 
year 1918, and as the material facts are the same in both years and are 
governed by the same taxing statute and legal principles, the taxpayer 
has agreed to a settlement upon the same basis, namely, that such taxes 
are to be considered a part of the value of the closing 1919 inventories. 
Inclusion of the amounts of tax iri the closing 1918 inventories is, of 
course, to be retained in the opening 1919 inventories. 

INVENTORY-ILLINOIS STEEL CO. 

This issue is also like that involved in 1918. It is the taxpayer's 
position that the same situation prevailed in 1919 as in 1918, and the 
bureau holds that the issue should be disposed of in the same manner ; 
namely, that the taxpayer's inventories at the close of the year should 
be accepted and not discarded for inventories set up by the bureau upon 
the basis of its presumption that the ores on hand at December 31, 1919, 
were those last receiYed. 

CHARTER HIRE, REQUISITIO "ED SHIPS-UNITED STATES STEEL PRODUCTS CO. 

During the year 1919 this subsidiary admittedly reali~ed ta."\:able in
come from charter hire .on certain steamships requisitioned by the 
Emergency Fleet Corporation for operation in behalf of the United 
States. The amount of such income was reported in 1919 as subject to 
tax at 1918 rates under section 301 (c) of the revenue act of 1918. In 
the letter brief it was contended that income from requisitioned s11ips 
should not be treated as income from Gove1·nmcnt contracts, upon au
thority of G. C. M. 8-!3, V-2 C. B. 131, the facts in the two cases being 
alleged to be alike. In the pt·esent case a total of niiJe vessels were 

requisitioned, all ocean-going freighters and completed prior to requisi
tion. They were operated partly on the bare-boat basis and partly on 
a time basis. One of these boats was wrecked on April 26, 1918, and 
another sunk on September 16, 1918, while in the Government service. 
The period of Government operation extended from October 11, 1917 
(for the Bantu), to June 26, 1919 (for the Banta Rosalia). 

In the bureau ruling cited, section 240 (a) of the revenue act of 1918 
was involved. Two operating steamships were requisitioned in October, 
1917, by the United States Shipping Board, pursuant to its authority 
delegated it by Executive order of July 11, 1917, under the urgent 
deficiency act of June 15, 1917. In January, 1918, tbe steamship owners 
signed " requisition charters " concerning the operation of the steam
ships, whereby the owners agreed to accept certain compensation in 
full satisfaction of any and all claims they might have against the 
United States arising out of the requisition, and to accept the compensa
tion therein provided as the just compensation requit·eu by law. The 
bureau held that the shipowners, in signing the requisition charters, did 
not contract with the Government, and therefore the income so received 
was not income derived from a Government contract, which term was 
defined in section 1 of the 1918 act. It was held further that the com
pensation received was not contractual in nature but the liquidation of 
a claim for its use of the vessels, established by the Constitution and 
section (e) of the act of June 15, 1917, citing Benedict v. United States 
(271 Fed. 719) and Seaboard Air Line Railway Co. v. United States 
(261 U. S. 299). Under said section (e) of the act of June 15, 1917, 
it was provided that the Government should make just compensation for 
ships requisitioned by it, but if the amount allowed by it was unsatis
factory to the shipowner, the latter could receive 75 per cent of the 
amount allowed and sue for the balance. The ruling (G. C. M. 843) 
was based further upon the analogy asserted to that part of article 1510-
of regulations 45 to the effect that agreements for just compensation of 
owners of transportation systems, pursuant to the act of March 21, 
1918, are not to be regarded as Government contracts. Since the situa
tion in the present case appears to fall within the ruling made in 
G. C. M. 843, the taxpayer's contention upon this issue has been allowed. 
DEPRECIATION BASE REDUCED BY TENTATfVHl AMORTIZATIOY AND IYVESTEO 

CAPI'rAL REDUCED BY TENTATIVE AMORTIZATION 

At the time the bureau made its former audit covering the years 
1919 and 1920 the final determination of the allowance for amortiza
tion of war facilities had not been made. In order to protect the inter
ests of the G<>vernment against the running of the statute of limita
tions (as extended by the waivers then on hand), the bureau increased 
income reported for each of the years 1919 and 1920 and reduced the 
invested capital reported for each of these years. These adjustments 
were made on the theory that the maximum possible d~duction for 
amortization which might eventually be allowed would not exceed a 
certain amount. and that the total allowance might be deductible from 
1918 income. 

The taxpayer now requests that these adjustments be reversed and in 
their place be substituted similar adjustments based on the correct 
amortization allowance as finally determined. 

It is the regular practice of the bureau to make such a correction sua 
sponte when amortization is finally determined, so that the taxpayer's 
request is granted. 

PATENT DEPRECIATION-A~t:EBICAN STEEL & WIRE CO. 

During the year 1918 the American Steel & Wire Co. purchased a 
patent whic.h expired by limitation in April, 1928. In its 1918 return 
the company deducted three-fourths of one-tenth of the purchase price 
on account of the exhaustion of this patent. In 1919 the compauy, 
instead of deducting a full year's exhaustion, erroneously deducted the 
same amount as it had for 1918. The company now requests that nn 
additional deduction be allowed. 

The error to which the taxpayer called attention has already been 
corrected by the bureau. A full year's deduction was allowed on ac
count of the exhaustion of this patent in bureau audit letter dated 
June 27, 1927 (p. 174) ; thet·efore, no further adjustmeHt is necessary. 

UNIVERSAL PORTLAND CEMENT CO. 

The bureau's action in disallowing a deduction tor cost of furniture 
and fixtures acquired in this year, taken by the taxpayer in lieu of 
depreciation, is reversed for reasons set out in the 1918 report. Simi
larly the accrued depreciation charged by the bureau on assets prior to 
completion has been readjusted as for the year 1918. 

OBSOLETENESS-SHARON COKE CO. 

During the year 1919 this subsidiary claimed to hnve abandoned and 
scrapped its beehive coke plant at Ronco, ncar Pittsburgh. Operation 
of these facilities ceased at the close of 1918, but the book entry of 
the loss claimed was not made until December, 1925, and 110 deduction 
was claimed in the 1919 return. Upon field investigation of the claim it 
was found that although operations ceased in 1918 no actual steps 
toward abandonment or scrapping of the ov-ens were taken until after 
1920, and there was no evidence of an intention in 1919 to ubnndon 
these facilities. . While dismantling began in 1922 most of the worlc was 
done in 1923. The loss was claimed as a deduction in the tax return 
for 1925, the year of write off on the books. 
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Based upon the evidence obtained by field investigation, the deduction 

claimed for 1919 bas been disallowed, and the taxpayer has acquiesced 
to effect a settlement. 

AMOR'l'IZA.TION 

The amount of amortization apportioned to the year 1919 has been 
applied against the> net income from Government contracts, subject to 
tax at 1918 rates, pursuant to section 301 (c) of the revenue act of 
1918. This subject is more fully discussed in the report for 1918. 

INVESTED CAPITAL 

In general the taxpayer's claims for invested capital' adjustment are 
the same as for 1918, but it ha:~ agreed to a settlement upon the same 
basis as in the preceding two years, snbj'ect to incidental changes result
ing from prier year adjustments· in the aUdits and minor corrections. 

ACCRUED DEPRECIATTON-lNDIANA STEEL CO. 

The iss11e raised b.y the taxpayeE as- to the depredation claimed by 
the bureau to have accrued on certain assets of the Indiana Steel Co. 
prior to completion of their construction, which was. used by the bureau 
to reduce invested capital, bas been discussed in the present 11epo1it 
on the year 1918. The same disposition of the matter is made for this 
year as fo.r 1918. 

REDUCTION FOR STOCK PURCHASED 

The taxpayer (parent) objected to reduction of its capital on account 
ol stock purchased during the taxable year. While. contending that 
current earnings. were sufficient to cove:r such purchases,. the- taxpayer 
recognized the contrary view in article 862. regulations 45, as amended 
by T. D. 4102, VI-2 C. B. 291, which holds that only the- excess of 
the purchase price of stock so bought over the issuing price of the 
stock may be absorbed by current earnings, and then only in case of 

-purchases after the ,first" 60 days of the taxable year. In other WO-rds, 
cap-ital is reduced by the amount of the pureh::ise price representing the 
capital previously paid into the eorp-oratton for such stock. 

In the tra-vel audit report dated' February 12, 1927, the bureau made 
adjustments • reducing the 1919 invested capital representing treasury 
stock purchased· within the first 60 days of the year, averaged according 
to - the dates. of purchase. Jn a subsequent 30-day letter the entire 
amount was restored to capital on the ground that article 86:!, regula
tions 45, required a reduction only to the extent that such stock was 
not purchased out of the current earnings for tne year. After this 
article was amended on · November 23', 1927, by T. D. 4102, supra, a 
sub equent audit letter reduced the invested capital for stock pur
chased after the first · 6'0 days of the year, as well a.s during that 
period. 

As the amotmt of' the adjustment, on purchases after March 1, 1919, 
depends upon the value allowed' as capital originally paid in to the 
company for such stock, if any additional value were allowed as 
capital paid in for stock at April 1, 1901, o-ver and above the bureau's 
previous allowance, it would correspondingly increase the amount by 
which capital would have to be reduced on account of the purchase 
by the company In 1919. 

The taxpayer agreed, in settlement, to abide by the bureau's action, 
in adhering to the provisions of T. D. 4102 upon this point. 

Year 192fJ 
Taxes paid, original return ________________________ $27, 62.9, 722. 53 
Additional payments: 

June 20, 1924------------------ $1,396,161. 23 
February, 1928----=-------------- 4, 170, 384. 00 

Total additional payments ________________ _:_ 

Tota.L payments.-------------------------

Prior overassessment certificates (abated February, 
1928)-----~-----------------------------------Proposed refund, principaL _____________________ _ 

Total overassessments _________________ .:, ____ _ 

5,566,545.~3' 

33,19.6,267.76 

269,087.37 
2,336-,240.96. 

2,605,328. 33 
500,0.00.0() 

2, 961, 216. 9()l 
Interest (approximate)---------------------

Net additional taX------ -------------------------
Taxpayer's claim in court~ 

Principal --------------..:.--------------------- 12, 827, 344. 94-
Interest ------------------------------------- 3, 3~0, 000. 001 

An amended return was filed June 20, 1~24, to eliminate the· 
deduction of a liability found to !ul:ve been overstated in the original 
return. The taxpayer made voluntary payment of additional tax of 
-$1,396,161.2.'3. 

The first field agent's report was dated February 12, 1927. The 
bureau audit of June. 1927, u..s revised in December, 1927, set up a 
deficiency of $4,170,384, which was assessed. Numerous c-bnnges in 
net income and invested capital were made in . the eonrse of this audit. 
Part of the additional tax was paid in cash, part was satisfied by 
credits from 1917 and 1918, and part was abated early in 1928. 

The abatement of $269,087.37 in February, 1928, was due to adjust
ments like those made in the case of the year 1919, at the same time. 

As stated above in connection with 1918 and 1919, the audit for this 
year also was not deemed closed by either the taxpayer OI' the Gov
ernment. As in the case 0-{ the two preceding years, thi:! present 
audit is agreed upon as a final settlement, to be given effect by dis
missal of the suit on file in the Court of Claims and the execution 
of a closing agreement under section 606 of the revenue act of !928. 

·with the foregoing summary of t1'le adjustments heretofore mad~, 
attention will be given to the principaJ! features connected with the 
pending settlement fo:r 1920. 

DEPRECIATIO -cAR?\'EGIE STEEL CO. 

It is contended that although the production attained in 1920 fell 
below that of 1917 and 1918, this decrease was due to special condi
tions in the industry, such as the etl'ects of the so-called outlaw strike 
of :railroad .switchmen and other railroad employ~s, in April, 1920, 
and the employment of' incompetent labor. After conside:ration of this 
issue, it was p.raposed to disallow the additional deduction for de
preciation in H~20, and although the taxpayer called attention to the 
allowance of additional depreciation to other operating subsidiaries, 
in order to settle the case, it bas yielded the issue as· to 1920. (See 
also the accompanying report _O-n 1919.) 

TRACK ·DQNATI.-ONS-ELGIN, JOLIET & EASTERN RAILWAY CO. 

During 1920 this subsidiary received from certain industrial con
cerns along.its lines, con-veyance o.f side or sp1:1r tracks: connecting their 
plants with the railroad main lines. This amount was added: to tax
able income by the bureau in its preliminary audits, but on authority 
of the decision in the case of Great Northern Railway Co. (8. B. T. A. 

..2:25) (acquiesced in, O-D . this issue), and O:ther eaaes in accord, the 
amount in controversY has been excluaoo from 1920 taxable income. 

DONATIONS-NATIONAL TUBE CO. AND T"HE NATIONAL TUBE CO. 

This issue as to the deductibility of these items, is the same in 
character as in the case of · the so-called donations by these two sub
sidiaries in the preceding two years, and on authority of the rulings 
cited in the report on 1918, the deductions claimed have been allowed. 

PROFITS. FROM STATE. LEASES 

Five corporatiO-n subsidial'ies received m 1920 large amounts of 
inco.me· from minenl lands owned by the State o:f Minnesota or its 
political subdivisions., as in the two preceding y~ars. In order to 
etl'ect 3l settlement of the taxes for 1920, as in the ease: of the prior 

· years. the taxpayer has reeooed from it& contentions. on th:is point, so 
that such ine0me will remain snbjeet to tax. For a diseussion of 
some of the relevant rulings on the topic, reference is made to the 
report on 1918. 

BOND PREMIUM: IN INCOME 

Six railroad subsidiaries and one industrial subsidiary issued bonds 
at a premium prior to 1920, and the bureau has included in income of 
the latter year an aliquot part of those premiums. The taxpayer has 
raised objection to this action on authority of th"El board and court 
decisions in the case of Old Colony Railroad Co. (6 B. T. A. 1025 (not 
acquiesced in), and 26 Fed. (2d) 408). After consideration of the 
issue, in connection with such rulings as are mentioned in the report · 
on ·1918, the- bmeau bas. adhered to its formal regulations on · the 
matter, a:nd th~ taxpayer has accepted that result, by way of settlement 
of the case. 

UNRELEASED PR:EMIUM-DULlJTH, MISS:.ABE & NORTHERN RAILWAY CO. 

The petition to the CouTt of Claims asserts error on the part of the 
bureau in adding to 1920 net income an amount described as unreleased 
premium on bonds. During 1920· this subsidiary purchased its own 
bonds1 that had been issued in prior years at a premium, for less than 
the p.l'ior issuance price and denies that the difference is income. 
This issue has been discussed more fully in the report on 1918. The 
taxpayers contention has been disallowed as in the prio.r- yel).rs+ 

TAXES IN IN'VENTORY-(}LIVER mON MINING CO. 

This issue is like tnat affecting th~ two prior years. The legal 
aspects of the point are the same- as- in tile preceding years, described 
in the· accompanying re-pQ:rt on the year 1918. In order to effect a 
settlement o1 the entire case, the taxpayer· has not insisted upon 
securipg a favorable decision on the issue, and the o~ning and' closing 
inventories n{)w include a part ot the taxes paid in 1919 and 1920, 
respectively. 

UNIVERSAL Ft>RTLAND C~MEN.'.r CO. 

The· bu.reau•s actiO-D in disallowing a deductiO-n for cost of furniture 
and fixtures acquired in this. year taken by the taxpayer in lieu of 
d~preciati&n, is reversoo for -reasons set out in the 1918 repo-rt. Simi
larly, the · accrued depreciation charged by the bureau on assets prior 
to completion has been readjusted. as was done for the year 1918. 
This proeedure in 1920 is consequent upon the adjustments made for 
1918 ... 

JLAILRQ.A.D SI!TTLEM.FlNTS Wl'l'R DIRECTOR GENERAL 

With reference to the settlements made with the Director General 
of Railroads, four of tne affiliated corporations received lump-sum 
awards from. that officer in 1921. The taxpayer included an amount 
representing the excess of' the director general's allowances over the 
book accruals of the carriers, in its 1921 gross income, but the bureau, 
in a prior andit restored substantially an of that amount to 1920. The 
taxpayer has no taxable income in 1921 notwithstanding the inclusion 
of this income in that year. The items allowed by the director general 

· were based on undermaintenance of roads. and equipment during Fed
eral control, compensatiton for materials and supplies taken over bu1l 
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not restored by the director general, and rental interest on additions 
and betterments. Careful consideration was given to the taxpayer's 
contentions and to relevant board and court decisions, and in settlement 
of the case, of the total anrount included by the taxpayer in its 1921 
return more than half has been restored to 1920 income and subjected 
to tax. 

MARCH 1, 1913, VALUE OF LAND SOLD H. C. FRICK COKIII CO. 

During the year 1920 the H. C. Frick Coke Co. sold certain coal and 
surface lands and reported a taxable profit thereon. The situation in 
1920 is like that for 1919, and reference is made to the report on the 
latter year, for reasons for denial of the taxpayer's contentions as to 
the March 1, 1913, value of the properties sold. 

INVENTORY VALUATlONS AT DECEMBER 31, 1920 

.Although the only questions raised by the taxpayer with respect to 
inventories affected the valuations at December 31, 1918, the bureau 
made a further check of the closing inventories for 1919 and 1920, in 
order to discover any errors that might have occurred in the valuations 
previously used in the handling of the case. 

The bureau made no change whatever in any of the figures used 
by the taxpayer in valuing the December 31, 1919, inventory, for two 
reasons : (1) Market prices at December 31, 1919, generally speaking, 
were lower than cost, and (2) any disallowance of market write-downs 
or other changes that the bureau might make in t be December 31, 1919, 
inventory valuations would have no appreciable effect on tax liability 
since the tax rates applicable to the United States Steel Corporation 
are the same for both 1919 and 1920. 

With respect to the December 31, 1920, inventory valuations, bow
eYer, the bureau examined each company on which the question of a 
write-down from cost to market had been raised at any time. In all, 
13 companies had revised parts of their inventories downward. The 
bureau in its prior audit of the case disallowed parts of write-downs 
on 9 of the 13 companies. The entire disallowance was on stores, 
supplies, refractories, short-life equipment, etc., whlch items are held 
not subject to the rules for valuing inventories, but are deferred 
charges which must be carried at cost until used. (Burroughs Adding 
Machine Co., 9 B. T. A. 938.) 

After an examination of the ·write-downs on the 13 companies it is 
found that there were 3 whose adjustments of stores and supplies 
to market prices the bureau had previously failed to disallow. Also, 
there were two companies (National Tube Co. and American Sheet & 
Tin Plate Co.) whose adjustments on certain short-life equipment and 
supply items had been previously overlooked. It was therefore decided 
that there should be further disallowances of the December 31, 1920, 
reductions in inventory to correct these errors. 

AMORTIZATION 

In settlement of the case, as shown in the concurrent report of the 
year 1918, it has been agreed that the amortization should be applied 
against the net income from Government contracts, subject to tax at 
1918 rates, pursuant to section 301 (c) of the revenue act of 1918. 
In accordance with such settlement a small amount of amortization bas 
been apportioned to the year 1920. 

INVJ!lSTED CAPITAL 

The invested capital for 1920 has been placed upon the same basis 
as for the preceding years, subject to changes made necessary by current 
audit revisions of the prior years and by sundry minor corrections. 
Tbe taxpayer has agreed to this disposition of the matter, in order to 
accomplish an early closing of the entire case. Certain of ·the adjust
ments that have been specially considered are noted below: 

ACCRUED DEPRECIATION-INDIANA STEEL CO. 

The issue raised by the taxpayer as to the depreciation claimed by 
the bureau to have accrued on certain assets of the Indiana Steel Co. 
prior to completion of their construction, whlcb accrual was used by 
the prior audits to reduce invested capital, has been discussed in the 
concurrent report on the year 1918. Disposition of the matter is made 
for this year in harmony with the adjustment made for 1918. 
DEPRECIATION BASill REDUCED BY TENTATIVE AMORTIZATION AND INVEST'IilD 

CAPITAL REDUCED BY TENTATIVE AMORTIZATION 

At the time the bureau made its former audits covering the years 
1919 and 1920 the final determination of the allowance for amortization 
of war facilities had not been made. In order to protect the interests 
of the Government against the running of the statute of limitations 
(as extended by the waivers then on hand) the bureau increased income 
reported, for each of the years 1919 and 1920, and reduced the invested 
capital reported for each of these years. These adjustments were made 
on the theory that the maximum possible deduction for amortization 
which might eventually be allowed would not exceed a certain sum, and 
that the total allowance might be deductible from 1918 income. The 
decrease in invested capital is a net figure and represents the ditl'erence 

· between the estimated maximum possible 1918 amortization allowance 
and depreciation for 1918 on estimated amortizable cost. 

The taxpayer now requests that these adjustments be reversed and in 
their place be substituted similar adjustments based on the correct 
amottization allowance as finally determined. 

It is the regular practice of the bureau to make such a cort·ection sua 
sponte when amortization is finally detet•mined, so that the taxpayer's 
request is granted. 

REDUCTION FOR STOCK PURCHASED 

The taxpayer objected to the bureau's action in reducing invested 
capital on account of purchases of its own stock during the year, not
withstanding that the current earnings, at dates of purchases, exceeded 
the purchase price. In the travel audit report of February 12, 1917, the 
bureau reduced invested capital by the amount of treasury stock pur
chased during tbe first 60 days of 1920, averaged from the respective 
dates of purchase. In a subsequent audit letter the bureau restored a 
part of the former reduction, on the ground that under the provisions 
of article 862, regulations 45, a reduction was required only to the 
extent that such stock was not purchased out of current earnings for 
1920. 

Upon amendment of article 862, in T. D. 4102, VI-2, C. B. 291, dated 
November 23, 1927, the bureau 60-day letter of December 20, 1927, 
reduced 1920 capital because information was not then available show
ing the dates and amounts of stock purchases after February 29, 1920, 
and the adjustment was confined to stock purchased before that date. 

Since the revised regulation is s.till in force, the bureau has adhered 
to its instructions, and the taxpayer has yielded in order to obtain an 
early settlement of the whole case. It may be observed that if capital 
were in any wise increased through allowance of additional value for 
asset~ ·acquired with stock at April 1, 1901, over the bureau's prior 
allowance, the reduction to the capital on account of thls item would 
be correspondingly increased. 

SUMMARY 

In order to effect a settlement of the entire case the taxpayer has 
conceded numerous items which have been previously claimed before the 
department. For example, one refund claim for 1919 contains some 10 
pages of items claimed as proper grounds for tax paid for that year. 
The changes claimed in net income are some 57 in nmnber and the 
changes claimed in invested capital are some 95 in number. 

Some of the numerous concessions made by the taxpayer may be 
mentioned, as follows : Inclusion in income for all tbree years of aliquot 
parts of premiums on bonds paid prior to these taxable years ; inclu
sion of income from operation of leases from a State or political sub
division thereof; inclusion in inventories of Oliver Iron Mining Co. of 
taxes paid on properties each year ; concessions with respect to the 
basis for adjustments of invent<>ries of the American Steel & Wire 
Co. ; inclusion in income of gain on sale of lands by H. C. Frick Coke 
Co. ; a number of concessions with respect to amortization of war 
facilities; withdrawal of claim for additional depreciation on assets of 
Carnegie Steel Co.; and such other items as so-called donations to 
hospitals and welfare agencies. 

Additional considerations in support of the settlement are as follows : 
(a) If settlement out of court is not effeeted, substantial concessions 

made by the taxpayer will be withdrawn. 
(b) The taxpayer may be expected to raise additional issues, with 

considerable probability of success in reducing the tax now computed. 
(c) Litigation in court would involve great delay and expense to 

both sides, regardless of the outcome. 
(d) Overassessment being admitted of material amounts, interest 

would accrue thereon at the rate of 6 per cent per annum during 
litigation. 
· (e) Until the amortization deduction has been determined, later years 
can not be closed upon a satisfactory basis, and statutes of limita
tion may toll in the meantime, with interest accumulating on any 
overpayments. 

After an extensive investigation of this case, with its numerous fea
tures and the impressive size of the various Items involved, it is be
lieved that the settlement effected is an exceptionally favorable one, 
from the standpoint of the Government's interests. 

Respectfully, 
ELLSWORTH C. ALVORD, 

Special Assista.rzt to the Beoretary of the Treasury. 

Hon. WESLEY L. JONES, 

Chairman Omnmittee on Appropriations, 
United States Senate. 

During the course of l\Ir. HAWLEY's remarks the following 
colloquies occurred : 

Mr. GARNER. Will the gentleman yield? 
Mr. HAWLEY. Yes; I yield. 
Mr. GARNER. The gentleman concedes, however, that in 

1917 they moved to affirm and indorse the settlement made by 
the Treasury? That is correct, is it not? 

Mr. HAWLEY. They voted not to disturb the settlement. 
Mr. GARNER. No. I asked the gentleman if the vote was 

not made that they indorse the settlement made by the Treas
ury Department? 

Mr. HAWLEY. Well, whatever language was used, that was 
the effect. 

Mr. GARNER. And the vote failed to carry? 
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Mr. HAWLEY. Yes. There was 4 to 4 vote. One gen

tleman declined to vote and one gentleman was absent. 
Mr. GARNER. In this recent arrangement the gentleman 

from Oregon, the Chairman [Mr. HAWLEY] was the only Re
publican there at the time the settlement was concluded? 

Mr. HAWLEY. Yes. . . 
Mr. GARNER. And the gentleman had to make a motion to 

himself and second the motion and then agree to it? 
Mr. HAWLEY. I did not -make a motion. I did not second 

it. I asked what the committee would do, and then I said that 
the expression of opinion of five members not to disturb the 
settlement having been made, the chairman would write a letter 
to the Treasurer, which I did, reading: 

I am to say that the committee will not disturb this settlement. 

Mr. GARNER. May I ask the gentleman if we could have 
bad a vote of those present that day, and the gentleman from 
Texas had made a motion not to concur in the settlement, we 
would have outvoted you, would we not? 

Mr. HAWLEY. If there had been a motion made to disturb 
the settlement, I think that would have been of sufficient im
portance to have adjourned the meeting until all the Members 
were present. 

_· Mr. GARNER. How could the gentleman adjourn the meet
ing when there were two to one against adjournment? 

Mr. HAWLEY. But, three present would not constitute a 
quorum unless proxies were counted. 

Mr. GARNER. But, we could still refuse to adjourn. Just 
because there is not a quorum present does not authorize you 
to adjourn. 

Mr. HAWLEY. I should have said we would have continued 
the meeting until the other Members or a quorum were present. 
I do not think it makes any difference whether they were pres
ent there if five Members said they would not disturb the set
tlement. Five is a majority of nine. That was the determina
tion, no matter what procedure obta.ined. This question of 
whether they expressed themselves by one method or the other, 
when they had expressed themselves plainly and positively, is 
not material as an issue. 

Mr. COLLIER. Will the gentleman yield? 
Mr. HAWLEY. I yield. 
Mr. COLLIER. The gentleman from Texas [Mr. GARNER] 

has tried to ridicule the meeting that was held, and I want to 
say in behalf of the committee and in behalf of the chairman, 
that we had ample precedent for that meeting. If any of you 
gentleman· will listen at 7 o'clock any night, you will find that 
in the meetings of the Fresh Air Taxicab Co. exactly the same 
procedure is adopted. "The meeting is called to order. All 
in favor say aye. Motion carried, and meeting adjourned," and 
Mr. GARNER and I walk out wagging our heads and muttering to 
ourselves, "We are regusted." [Laughter.] 

Mr. GARNER. Whoever got that up for you has gotten it 
up wrong. I do not know who it was, but you should correct 
him. 

Mr. HAWLEY. Will the gentleman proceed with his ques
tion, if he has one? 
- Mr. GARNER. If the gentleman Will recall, the reason the 
tie occurred was because there are four Democrats and six 
Republicans on the joint committee. Is not that correct? 

Mr. HAWLEY. Yes. 
Mr. GARNER. And the four Democrats voted against con

firming the Senate settlement, and Senator REED declined to 
vote for it. That is the record of the vote, and as a result 
it stood 5 and 5, and the five "me-too,'' Senators and Con
gressmen on that committee, carrying out the wish of the 
Treasury Department, voted to confirm what the Treasury did, 
but the four Democrats voted against it and Senator REED 
declined to vote affirmatively to approve it. 

1\lr. HAWLEY. Does the gentleman from Texas say that a 
Senator did not challenge him to make a certain motion? 

Mr. GARL~ER. Oh, certainly, because he wanted the record 
to show that the vote failed because it did not get a majority; 
It only got 5 and 5, and therefore it would not have been lost. 

Mr. BACHARACH. If the gentleman will permit, I just 
want to point out to the gentleman from Texas that Senator 
REED did not vote for the approval of it because at one time 
he had been connected with this particular corporation as its 
attorney, but be did not say it was not a fair and equitable 
settlement. 

Mr. GARNER. But he did decline to approve it by an af
firmative vote. 

Mr. HAWLEY. He asked to be excused from voting because 
of his former connection with this company as attorney. 

Mr. GARNER. Will the gentleman yield? 
Mr. HAWLEY. Yes. 

Mr. GARNER. At the conclusion of the hearing, did not the 
gentleman from Oregon, the chairman, ask me what I thought 
ought to be done in the premises, and did I not say then that . -
I thought it should be referred to the court far a final decision? 

Mr. HAWLEY. The statement I made was that the gentle
man did not make a motion to that effect. 

1\Ir. GARNER. I could not, because the gentleman announced 
he had five proxies and that he wanted to confirm it. Now, 
what would have been the idea of my making such a motion 
and Mr. CoLLIER and myself voting for it, when the chairman 
had announced he had these proxies. However, did I not state 
to the gentleman, to the experts, and to the Assistant Secretary 
of the Treasury that if I had my way in this case I would 
refer it to the courts for a final decision. 

Mr. HAWLEY. The gentleman had an opportunity of pre
senting that directly to the committee and having it determined 
by a vote. 

Mr. GARNER. But did I not make that statement? 
Mr. HAWLEY. Oh, the gentleman makes many statements 

he does not carry into effect. 
Mr. GARNER. Did I not make the statement that if I had 

my way I would refer it to the courts? 
Mr. HAWLEY. Then why did not the gentleman propose a 

motion? 
Mr. GARNER. The gentleman will not answer "yes " or 

"no." 
. Mr. HAWLEY. I said the gentleman makes many statements. 

He made that statement, and he makes many others that he does 
not carry into effect, as I am going to show later. 

Mr. GARNER. I can not carry them into effect because I can 
not control a majority of the committee. 

Before the gentleman proceeds further, will he not tell the cir
cumstances under wh,ich the Baldwin Locomotive Co. was al
lowed a refund for 1912 and intervening years? 

Now, out of the thousands and thousands of corporations in 
the United States that come within the provisions of that law it 
appears from the record so fa,r that only one could take advan
tage of that, and that happens to be in Pennsylvania. 

Mr. HAWLEY. That q~estion has not been brought to my 
attention in that form and I liave no information further than 
I have here. 

Mr. GARNER. Will the gentleman yield for a question? 
Mr. HAWLEY. Yes. 
Mr. GARNER. Will the gentleman tell me where he got his 

information about the total amount of taxation paid by Mr. 
Rockefeller? 

Mr. HAWLEY. It was furnished to me by the staff. 
Mr. GARNER. He is the only large taxpayer about whom 

we have information as to just how many Buffalo nickels he 
paid for that year? 

Mr. HAWLEY. That I have not investigated and it has not 
come before the committee as yet. · 

I plead with the gentleman from Texas, I implore him to go 
to these two rooms of the Treasury that for years have been 
yawning and longing for his distinguished and companionable 
society ; that he go down there and look at the books. Why 
have another committee appointed when there is a committee 
that already has as much power as any other committee would 
have and one of which he is a member. 

The point I am urging is that twice on the floor of this House 
the amiable and enthusiastic gentleman fi·om Texas, who some
times in his enthusiasm breaks loose from his anchor, has talked 
about lack of information on his part, and yet the Treasury 
Department, in which all the information is to be found, is open 
to him, together with assistance of a staff of experts, the chief 
of which aided Senator CouzENS in his report and wrote the 
report that Couzens committee adopted. The chief of staff is 
ready to accompany the gentleman from Texas and help . him 
discover all the questions involved in these matters upon which 
we have to act. This is what I can not understand, and I do not 
think the country can understand, why complaint should be 
made on the floor of this House when the complainant should 
apply the complaint to himself. 

Mr. TREADWAY. Will the gentleman yield there? 
Mr. HAWLEY. Yes. 
Mr. TREADWAY. Would the gentleman give us some idea 

as to the length of time that would be required of any congres
sional committee to investigate the returns that are on file in 
the two rooms of the Treasury that he speaks of? 

Mr. HAWLEY. The two rooms are of good size and are 
lined with filing cases, with shelves around the walls, and with 
tables on which the papers are laid. The books for the amorti
zation alone, each about 24 inches long, 14. inches high, and 
5 inches thick, consist of 30 volumes; this is on just the one 
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item of amortization, which is not the largest item. The in
vested · capital, going back over a period of 60 years in the case 
of many of these corporations, is a large item also. The gentle
man from Massachusetts and others can guess about how long 
it would take some one to go through this labyrinth without a 
guide; but we have a guide. We have a guide who has been 
over all these books, who has examined them, who has made a 
well-digested report upon these refunds, who has consulted the 
Treasury on every disputed point. I urge, I plead, oh, I would 
do almost any extraordinary thing to get the gentleman from 
Texas to go down there and relieve himself of the burden of 
lack of knowledge under which he is suffering. [Applause.] 
If one guide is not enough, I will get the gentleman several. 

FIVE-DAY WEEK FOR: UNITED STATES WORKEB.S 

1\fr. MEAD. Mr. Speaker, I ask unanimous consent to extend 
my remarks in the RECORD on the subject of the 5-day week. 

The SPEAKER pro tempore (Mr. LucE). Is there objection 
to the request of the gentleman from New York? 

There was no objection. 
Mr. MEAD. Mr. Speaker, we are experiencing another unem

ployment crisis even more serious than that of 1921 and 1922 
and yet not a single constructive effort hits been accomplished 
to cope with it. We are as unprepared to-day as we were in 
1921 and 1922 when Mr. Hoover, then Secretary of Commerce, 
was chairman of the President's conference on unemployment. 

At that time Mr. Hoover said: 
There is no economic failure as terrible in its import as that of 

a country possessing a surplus of every necessity of life in which 
numbers, willing and anxious to work, are deprived of these necessities. 
It simply can not be if our moral and economic system is to sur· 
vive. • • • 

What our people wish is the opportunity to earn their daily bread, 
and surely in a country with its warehouses bursting with surpluses of 
food, of clothing, with its mines capable of indefinite production of 
fuel, with sufficient housing for comfort and health, we possess the 
intelligence to find solution. Without it our whole system ls open to 
serious charges of failure. , 

The one effort advanced by the President to stimulate con
struction has proven ineffective because it was launched after 
the depression was upon the country. To be effective such an 
effort must be based on long-range planning as suggested in a 
measure introduced by Senator WAGNER and several Members 
of the House. · 

When consumption lags behind production, as is the case at 
present, the power of the masses to consume must be increased. 
In other words, wages, the money equivalent of power, must be 
increased. ·Increasing salaries of Federal employees and reduc
ing their hours of service is the example the Federal Govern
ment should set for private employers to follow. The increased 
productivity of the workers in public and private enterprise 
justifies substantial salary increases. . 

Thirty years ago private business began to give its employees 
Saturday half holidays, and yet to-day we find the majority of 
Government employees working six days a week. Bills now 
pending in Congress granting postal workers Saturday half 
holidays are vigorously opposed by the administration as being 
in conflict with the President's program of economy. Instead 

. of being a laggard, the Federal Government should lead the way 
and set the example for private employers. This could be done 
by granting our workers both in the District of Columbia and 
throughout the United States a 5-day week without any reduc
tion in the present scale of wages. Ford, Raskob, Edison, 
Irving Fisher, Miss Frances Perkins, and other authorities 
have advocated the 5-day week. Approximately 1;000,000 
workers in the United States enjoy two days of rest each week. 
And this number is constantly increasing. 

The unemployment problem is the most serious question of 
the day. Unless it is intelligently settled, our political and 
economic system can not survive. With industry geared to 
furnish the Nation's needs in 8 months, what are we to do with 
the workers who must live 12 months in every year? Issuing 
optimistic statements, passing a tariff unfair to the farmer, and 
increasing tremendously the cost of living will not correct the 
evil. Passing a public building_ bill will increase activity in the 
building trades, but it will not give a worker employment in 
the textile mills, -on the railroads, or in our foundries, who has 
been supplanted by labor-saving devices. 

Shorten the hours, raise the wages, and give the worker his 
share of the fruits of the machine age in which we live--and 
do it now. Pass the bills now pending in Congress providing 
for long-range planning of public work, increasing the scope of 
the Bureau of Labor Statistics, and creating a national system 
of employment exchanges; and be prepared for the future. The 
Kendall bill granting Saturday half-holidays to postal worker., 

should become a law. It is either this program now or doles 
later. Starvation, grief, and misery are as hard to endure in a 
republic as in a monarchy or soviet state. Patriotism and 
poverty are seldom friends. Let us answer the so-called com
munists by intelligently and sympathetically dealing with the 
problem rather than by be~ting them with clubs. Either we 
solve the problem now or it will be given to others to solve for 
us. Work, not charity, is what the masses now unemployed 
want and to aid them in securing work is an all-important func
tion of government. 

IUOOULATION OF MOTOR-BUS OARR.IERS 

Mr. PARKER. Mr. Speaker, I move that the House resolve 
itself into the Committee of the Whole House on the state of 
the Union for the further consideration of the bill (H. R. 10288) 
to regulate the transportation of persons in interstate and for
eign commerce by motor carriers operating on the public high
ways. 

The question was taken; and on a division (demanded by Mr. 
RANKIN) there wen~-ayes 110, noes 3. 

Mr. RANKIN. Mr. Speaker, I object to the vote on thE.> 
ground that there is no quorum present, and I make the point 
of order that there is no quorum present. 
· The SPEAKER. The Chair will count. [After couuting.] 
Two hundred and thirty-five Members present, a quorum. 

So the motion was agreed to. 
Accordingly the House resolved itself into the Committee of 

the Whole House on the state of the Union for the further 
conside:tation of the bill H. R. 10288, with Mr. MicHENER. in the 
chair. 

The Clerk reported the title of the bill. 
Mr. MAPES. Mr. Chairman, I offer the following amendment, 

which I send to the desk. 
Mr. HASTINGS. Mr. Chairman, I have -an amendment pend

ing at the desk. 
The CHAIRMAN. The Chair is advised that the gentleman 

from Oklahoma [Mr. HASTINGS] has presented an amendment, 
which has been read but which has not been offered. It is 
therefore not pending. 

Mr. HASTINGS. Mr. Chairman, it was offered and was 
pending, and the Chair stated that the amendment would be 
pending. 

The CHAIRl\1AN. The present occupant of the chair is in
formed that the gentleman from Oklahoma offered an amend
ment as a substitute for the amendment offered by the gentle
man from Michigan [Mr. MAPES]; that a point of order was 
made to the substitute as offered by the gentleman from Okla
homa, and that the ·point of order· was sustained. 

Mr. HASTINGS. Then the Chair is misinformed. There was 
not any point of order made to it and no point of order was 
sustained. The amendment is still pending. 

The CHAIRMAl~. The present occupant of the chair was not 
in the chair when the committee rose, but is informed by the 
authorities who have charge of the record that the Chair stated 
the record as it appears. 

Mr. HASTINGS. Mr. Chairman, I do not want to be con
tentious about it, but the Ohair is misinformed. The present 
occupant of the chair was not in the chair at the time. There 
was no point of order made to the amendment and sustained. 
I said then that the motion would be withheld, and the then 
occupant of the chair said it would be pending, and the Mapes 
amendment was then presented and discussed and finally 
voted on. · 

Mr. MAPES. Mr. Chairman, my recollection of the situation 
is exactly as the Chair has stated it. I think a reference -to the 
REcoRD will show that the Chair is correct; but the gentleman 
from Oklahoma will have a chance to offer his amendment 
later. 

Mr. HASTINGS. ·Let the RECORD be read. The Chair an
nounced that my amendment would be pending, and I said that 
would be perfectly agreeable; then, that we take up the Mapes 
amendment. 

Mr. MAPES. Mr. Chairman, I made the point of order, and 
the RECORD will so show. Just as to what transpired after 
that, I am not so clear. 

Mr. BURTNESS. l\1r. Chairman, let me suggest that at that 
time, as I recollect it, the gentleman from Michigan [l\Ir. 
!.!APES] made the point of order to the amendment offered by 
the gentleman from Oklahoma [Mr. HASTINGS] as a substitute. 
It was then agreed that the amendment would not be offered 
as a substitute, which made it unnecessary to pass upon the 
point of order, and the gentleman from Oklahoma [Mr. HAST
I Gs] asked whether the amendment could be read and be con
sidered pending, or something of that sort. 

Mr. HASTINGS. And the Chair announced that it would 
be pending. 
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· Mr. BURTNESS. But not that it was offered in any sense 
at that time. It was not actually offered, it was sent to the 
Clerk's desk and considered pending. 

The CHAffiMAN. As the Chair understands the situation, 
the amendment offered by the gentleman from Oklahoma was 
read and pending, but not offered. 

Mr. GREEN. If it was pending, is not the amendment 
before the House? 

The CHAIRMAN. Not necessarily. 
Mr. HASTINGS. Mr. Chairman, my understanding is clear 

that the amendment would be pending, to be taken up immedi
ately on the disposition of the Mapes amendment. 

Mr. MAPES. Mr. Chairman, I had no· such understand~ng 
with the gentleman. 
· Mr. RAYBURN. Mr. Chairman, let us refer to the RECORD. 
I read from the RECORD, on page 5342, RECoRD of March 14, 
1930: 

Mr. HAsTINGS. Mr. Chairman, I want to . offer a substitute, which I 
send to the desk. 

· The amendment then offered by Mr. HAsTINGS was read by the 
Clerk. Then, ;Mr. MAPES said: · - . 

Mr. Chairman, I make a point of order that the amendme,nt is not 
germane. 

The CHAIRMAN. The proposed amendment is of a wider scope than 
the amendment of the gentleman from Michigan, but it might be offered 
as a separate and independent amendment, in the judgment of the 
Cha~ . 

Mr. HASTINGS. If that is the view of the Chair, I ask permission to 
withdraw my amendment. 

Mr. HASTINGS. But read further on. · The Cbairman at 
that time said : 

The amendment may be considered as pending until the amendment 
offered by the gentleman from Michigan is disposed of. , · 

The CHAIRMAN. The Chair is ready to rule. It appears 
to the Chair from the RECORD that Mr. HASTINGS said: ' 

If that is the view of the Chair, I ask permission to withdraw my 
amendment. 

Mr. HASTINGS. But permission was not granted. 
.. The CHAIRMAN. The Chair quotes further from the RECORD. 

The CHAIRMAN. The amendment may be considered as pendirig until 
the amendment offered by the gentleman from Michigan is disposed of. 

. - -
· The Chair, according to the RECORD, never recognized the 
gentleman from Oklahoma for the purpose of offerin~an amend
ment. If that is true, then no amen~ent was offered at any 
stage, from the parliamentary view. It was sent to the desk 
by a Member who had not been_ recognized for that purpose. If 
that is the situation, then the Chair would be constrained to 
hold that the amendment at most would be an amendment lying 
on the Clerk's desk, to be called up by the gentleman from Okla
homa when he was recognized for that purpose: . 

Mr. HASTINGS. How does the Chair interpret the last two 
lines more than halfway down in column 2 on page 5342, where 
the Chairman said-

The amendment may be considered as pending until the amendment 
offered by the gentleman from Michigan is disposed of. 

Now that was in reply when I asked permission to withdraw 
the amendment: The Chair said: · 

The amendment may be considered as pending until the amendment 
oft'ered by the gentleman from. Michigan is disposed of. 

The CHAIRMAN. That is what the Chair stated, and when 
the Chair recognized the gentleman from Oklahoma to offer his 
amendment it would be in order. The Chair never heard of 
the amendment. The Chair feels that under the rules the Chair 
shoUld recognize the gentleman from Michigan to offer the 
amendment. 

Mr. MAPES. Mr. Chairman, I do not want to enter into any 
controversy with the gentleman from Oklahoma on a question 
of recognition. I had in mind an amendment in addition to the 
one that was adopted the other day just before the committee 
rose. This . amendment simply carries out the program of the 
minority members of the Committee on Interstate and Foreign_ 
Commerce, as heretofore announced. I had no desire to contest 
the right of the gentleman from Oklahoma to recognition. I 
was simply trying to complete the program of the minority 
members of the committee. 
· The CHAIRMAN. The gentleman from Michigan is recog
nized. The Clerk will report the amendment: 

The Clerk read as follows : 
Antcndm.ent offered by Mr. MAPES: Page 7, line 16, after the word 

" States" in the amendment previously adopted, insert "and the com-

mission may, in its d_iscretion, when operations of common carriers by 
motor vehicle conducted or proposed to be conducted involve more than 
three States." 

Mr. MAPES. Mr. Chai1·man., the minority members of the 
Committee on Interstate and Foreign Commerce, who thought 
that the bill as reported by the majority of the committee was 
too restrictive, so far as the jurisdiction of joint boards is con
cerned, stated in their views, which are attached to the ma
jority report, that during the consideration of the bill two 
amendments would be offered one to make it compulsory to 
refer to joint boards matters Involving the operations of busses 
when not more than three States were concerned, instead of 
limiting such reference to cases where two States only were in
volved. That amendment was offered and adopted just before · 
the committee rose on Tuesday. This amendment carries out 
the further intention of the minority members of the committee 
and authorizes the Interstate Commerce Commission, in its dis
cretion-that is, if it sees fit to do so--to refer matters arising -
out of the operation of motor busses, when they involve more 
than three States, to the joint boards. 

Those who concur in these views think the amendment adopted 
on Tuesday materially improves the bill, and with this amend
ment they think that the bill is a very desirable piece of legiS
lation and should be en·acted into law without material change. 

Mr. MOORE of Virginia. Mr. Chairman, will the gentleman 
yield? · · --

Mr. MAPES. Yes. 
· Mr. MOORE of Virginia. This body has already required 
that there should be a reference to the joint board when three 
States are involved. It is confined to boards representing three 
States. If the joint board finds that that is a satisfactory plan, 
a workable plan, can there be any reason stated why they should 
not have discretion as the gentleman proposes? 

Mr. MAPES. I can not see any reason why they should not. 
Mr. MOORE of Virginia. On the other hand, if they find 

the plan of the joint boards)s unworkable, they need not use 
that discretion? 

Mr. MAPES. That is correct. 
There has been something said about uniformity of action 

with reference to the regulation of these motor busses. The 
Interstate Commerce Commi~sion in all c·ases is reqUired to 
lay down rules and regulations governing the joint boards, 
and all matters have to be presented to the Interstate Commerce 
Commission and be referred to the joint boards before the join~ 
boards have any authority to act. It seems to me that the 
procedure set up is as good as can be suggested, and that there 
can be no objection to giving th~ commission this additional 
power to refer matters to the joint boards where more than 
three States are involved, if it sees fit to do so. 

Mr. ABERNETHY. Mr. Chairman, will the gentleman yield? 
Mr. MAPES. Yes. 
Mr. ABERNETHY. If the commission thought it wise, there 

might be as many as five States represeated in a joint board? 
l\1r. MAPES. Yes. 
l\Ir. RANKIN. Then this amendment does not affect in any 

way the amendment we previously adopted? 
Mr. MAPES~ Not at all. 
Mr. PARKER. Mr. Chairman, the views of the majority of 

the committee are. very well set out in the report on the bill. 
The views of the minority apparently appeal to the judgment of 
the Committee of the Whole; and that being the case, while the 
majority think it is a mistake to do what is going to be done, 
yet I move that all debate on this amendment be now closed. 
· The CHAIRMAN. The gentleman from New York moves 
that all debate on this amendment be now closed. The question 
is on agreeing to that motion. 

The motion was agreed to. . 
Mr. HASTINGS. Mr. Chairman, ! would like to have the 

amendment rereported. With the gracious permission of the 
Chair I ask if the Chair will kindly permit the amendment to be 
rereported? . 

The CHAIRMAN. Without objection, the Clerk will again 
report the amendment offered by the gentleman from Michigan 
[1\Ir. l\1APES). . _ 

The Clerk read as follows: 
Amendment offered by Mr. MAPES : Page 7, line 16, after the word 

" States." in the amendment previously adopted, insert " and the com
mission may, in its discretion, when operations of CQmmon carriers by 
motor vehicle conducted or proposed to be conducted involve more than 
three States." 

The CHAIRMAN. The question is on agreeing to the amend-
ment. · · · 

The amendment was agreed to. 
Mr. MAPES. Mr. Chah'IDan, I h~ve one or two amendments 

~erely perfecti!!g 'the l~guage. 



) .... 

5768 CONGRESSIONAL RECORD-HOUSE ~fARCH 20 
The CHAIRMAN. The gentleman from Michigan offers an Mr. MAPES. It clearly needs some consideration before 

amendment, which the Clerk will report. - action is taken. 
The Clerk read as follows: The CHAIRMAN. The question is on the amendment offered 
Amendment offered by M.r. MAPES: Page 6, strike out lines 13 and by the gentleman from Michigan [Mr. MAPES]. 

14 and line 15 through the comma and insert in lieu thereof the The amendment was agreed to. 
following: "(c) Whenever there arises under the administration of this Mr. RAYBURN. Mr. Chairman, in order that there may be 
act any matter that the commission is required to refer to a joint board, no misunderstanding about what we have done, and following 
or that the commission determines, in its discretion, to refer to a joint up the assertion made by the gentleman from Illinois [Mr. 
board, as hereinafter provided." DENISON], I might read from the bill what the State boards 

Mr. WINGO. Will the gentleman yield? 
l\Ir. MAPES. I yield. -
Mr. 'VINGO. The gentleman probably answered my question 

in answering the inquiry of the gentleman from Virginia [Mr. 
MooRE] . Will it be a fact that where there are three States or 
two States involved the joint commission is mandatory, and, 
where there are more, it is discretionary? 

Mr. MAPES. That is correct. 
Mr. WINGO. If there are four or five or more States, no 

jurisdiction vests in the joint board unless the commission sees 
fit to refer it to it? 

Mr. MAPES. That is correct. This provision in the bill as 
it stands simply provides for compulsory reference, and the 
amendment which I have offered is simply to perfect the lan
guage to make it apply also in case the commission, in its 
discretion, sees fit to refer matters to joint boards where more 
than three States are involved. · 

•1\fr. WINGO. With three or Jess States it is mandatory; 
with more than three it is discretionary. 

Mr. MAPES. The gentleman has stated it correctly. 
1\fr. LEA of California. Will the gentleman yield? 
1\fr. MAPES. I yield. 
1\fr. LEA of California. I understand that under the amend

ment adopted yesterday or the day before, in order for the 
bonds of a carrier to be approved, it would be necessary to 
assemble the representatives of State commissions for three 
States or two States. That is true, is it not? 

Mr. MAPES. That is true. 
Mr. LEA of California. Would not the gentleman consider 

. offering an amendment to relieve that situation? 
Mr. MAPES. I think so; yes. That would appeal to me. 
Mr. LEA of California. It should not be necessary to as-

semble two or three States to approve a bond. 
1\Ir. DENISON. ·wm the gentleman ~eld? 
1\Ir. MAPES. I yield. 
Mr. DENISON. That is only one instance that is not in 

harmony with the purpose of the bill. For instance, if there 
is a complaint made that a driver is being worked beyond the 
hours allowed by the commission, in order to settle the ques- . 
tions arising out of that complaint the commissions of three 
States will have to summon a joint board composed of commis
sioners of. three States and they will have to settle the question. · 

1\fr. STAFFORD. Will the gentleman yield? 
Mr. MAPES. I yield. 
Mr. STAFFORD. I challenge the statement of the gentl~ 

man from Illinois [Mr. DENISON] that that is necessary under 
the provisions of the bill. Will the gentleman kindly state 
where there is such a provision contained in the bill? 

Mr. DENISON. I will if I have time. 
Mr. STAFFORD. Well, we have plenty of time. 
1\fr. RAYBURN. It is at the bottom of page 7. 
Mr. MAPES. I understand some of the Members have given 

consideration to the question raised by the gentleman from Cali
fornia [1\lr. LEA.], and I think it might be desirable, if the gen
tleman bas an amendment in mind, that be should offer it. 

Mr. LEA of California. I have no amendment prepared at 
this time. 

Mr. MAPES. But it is not desired that this entire question 
of reference to joint boards where more than two States are 
involved be opened up for debate again. 

Mr. LEA of California. May I suggest to the gentleman from 
Michigan [Mr. MAPES] that be consider this problem of taking 
care of these small questions, and if necessary offer an amend
ment later to take care of it. 

Mr. l\IAPES. I shall be glad to do that. 
l\lr. BURTNESS. Will the gentleman yield? 
Mr. 1\IAPES. I yield. 
1\fr. BURTNESS. Let me suggest to the gentleman from Cali

fol,'nia [Mr. LEA] that the only bond that is ever required is 
the 01iginal bond and is furnished under the language found on 
page 8 on the issuance of the certificare. It is really a part of 
the original procedure. 

1\Ir. LEA of California. Of course, there may be a withdrawal 
of a bond or the renewal of a bond or a higher bond required. 
So I think if the gentleman from Michigan will follow the course 
su3'gested it will be satisfactory. 

may be called together upon or any one of which may be called 
upon to do. The bill reads : 

Applications for the issuance of certificates of public convenience and 
necessity (except in so far as the action upon such applications is based 
solely upon answers to questionnaires and information furnished to the 
commission, as provided in section 5 (b) ) ; the suspension, change, or 
revocation of such certificates; applications for the approval and au
thorization of consolidations, mergers, and acquisitions of control; co.m
plaints as to violations by common carriers by motor vehicle of the re
quirements established under section 2 (a) (1) ; complaints as to rates, 
fares, and charges of common carriers by motor vehicle ; and the ap
proval of surety bonds, policies of insurance, or other securities or agree
ments for the protection of the public, required on the issuance of a 
certificate. 

Now, one of these boards from two States or three States 
can be called into being, with all of the necessary expense, for 
either one or all of these things set forth. That is what we 
have done by the adoption of the amendment offered by the 
gentleman from Michigan, in my opinion. 

Mr. MAPES. Will the gentleman yield? 
Mr. RAYBURN. I yield. 
Mr. MAPES. I do not want to get into a discussion of this 

matter again, but the gentleman will understand that most of 
these things are major matte.rs, such as the filing of a certificate, 
the matter of a merger of competing lines, rates, fares, and 
charges to be assessed, and the approval of policies of insur
ance and securities. They are practically all major matters 
which the gentleman has read. 

Mr. RAYBURN. It is satisfactory. I was just reading what 
these State boards could be called together to consider . 

Mr. MAPES. Certainly. I do not want to open up the debate 
on that question again. 

Mr. RAYBURN. The House has already passed the amend
ment, but there was some controversy as to what matters could 
be referred to one of these joint boards. 

Mr. HUDDLESTON. Will the gentleman yield? 
Mr. RAYBURN. I yield. 
Mr. HUfiDLESTON. The gentleman used the word "may" 

be called together. The gentleman means, of course, that they 
must be called together. In short, there is no discretion. It 
is mandatory that all of these matters must be considered by 
the board. 

Mr. RAYBURN. The gentleman is correct. Where three 
States are involved those boards must be set up. The reason 
I used the word "may " was to illustrate what could be done 
where all States are involved, and, as the gentleman from Ala
bama says, it must be done where tb.ree States are involved. 
. Mr. HUDDLESTON. In short, if somebody complained of a 
rate, no matter how trifling the. complaint might be, one of these 
joint boards must be raised, must have the hearings, and must 
settle the question. 

Mr. RAYBURN. 1,'bat is what we have done by adopting the 
Mapes amendment. 

The CHAIRMAN. The gentleman from Michigan offers an 
amendment, which the Clerk will report. 

The Clerk read as follows: 
On page 7, line 4, strike out the word "unanimous" and insert in 

lieu thereof the word "majority." 
Mr. MAPES. That amendment seems desirable, in view of 

the fact that the joint boards are to have jurisdiction where 
more than two States are involved. 

Mr. DENISON. Will the gentleman yield? 
Mr. MAPES. Yes. 
Mr. DENISON. I would like to ask what would be a 

majority of a, board composed of two members, and that will be 
the board where there are only two States. 

Mr. MAPES. In that case "majority" would, of course, be 
synonymous with the word " unanimous." 

Mr. DENISON. It would have to be unanimous in that 
case? 

1\Ir. MAPES. Yes. 
Mr. DENISON. · Of course, the same thing would apply in the 

case of four States. 
Mr. MAPES. Where there are four States, of course, three 

would be a majority. 
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Mr. PARKER. Mr. Chairman; I move that all debate on 

this amendment close in five minutes. 
The CHAIRMAN. The gentleman from New York moves that 

all debate on this amendment close in five minutes. 
The motion was agreed to. 
Mr. RANKIN. Mr. Chainnan, I rise in opposition to the 

amendment. I am not in favor of this amendment. We have 
some other perfecting amendments which another minority hopes 
to get adopted, so that we will further strengthen the power of 
these State boards, and alsQ we hope to make the decisions of 
those joint boards final when approved by the boards of their 
respective States. 

I am not willing to gi~e to two States the right to impose 
their will upon another one. I want to leave this provision in 
the bill as it now stands and then where there are three 
~tates involved-as thera will be invariably, and very seldom 
more than thre~they may iron out their differences without 
two States overriding the will of the third State. 

Mr. MAPES. Will the gentleman yield? 
Mr. RANKIN. Yes. 

· · Mr. MAPES. Of course, if one State disagrees with the find
ings of the joint board, it can a,ppeal the matter to the commis
sion and the order of the joint board in that case does not go 
into effect until the commission passes on it. 

Mr. RANKIN. I understand that is true under the present 
provisions of the bill, but under amendments which we hope to 
get adopted, which would leave the decision to the State boards 
and give them the final decision, that will not be the case. 

I . hope this amendment will be voted down. If that were your 
policy, why did you come in in the original bill and say that all 
of the votes on these joint boards must be unanimo-us? 
· Mr. BURTNESS. For the simple reason that the bill as re
ported covered only two States, and therefore it had to be 
·unanimous. That is the only reason. The original bill, intro
duced by the gentleman from New York [Mr. P .ARKER] at the 
beginning of the session, which contemplated the using of joint 
boards generally, provided for a majority, just as the Mapes 
-amendment does. 

Mr. RANKIN. This morning I was talking with a gentleman 
ft·om Colorado and we bad this identical question up. He said : 
" Here is Missouri and Kansas. Suppose they agree on a regu
lation that suits the States of Kansas and Missouri but does not 
suit us? They would have a right to override the will of the 
people of Colorado and enforce the will of those other States 
upon them." 

Now, the States are getting along very well as it is. Adjoin
ing States are agreeing on all these matters that affect them 
jointly. I submit that if we are going to have three or five 
States· involved, we ought to make the findings of those States 
unanimous. 

Mr. DENISON. Will the gentleman yield? 
Mr. RANKIN. Yes. 
Mr. DENISON. That danger is inherent in this policy. 

·Whenever there is a difference of opinion among the States · 
it ought to be settled by the Federal Government and not by the 
other States. 

Mr. RANKIN. Oh, I do not agree with that. I know there · 
·are all kinds of interstate questions arising whereby even our 
States are required to make treaties with each other and do 
make treaties with each other, but when we do finally arrive 
·at a decision it is a unanimous decision and everybody is satis
fied. There is no friction, and there is no contention that one 
State is imposing upon another; and then, also, we do not can 
in the power of the Interstate Commerce Commission or the 
Federal Trade Commission to fix; regulations that probably 
will not be satisfactory to any one of the three. 

I hope the amendment will be voted down. 
The CHAIRMAN. The question is on the amendment offered 

by the gentleman from Michigan [Mr. MAPES]. 
The amendment was agreed to. 
Mr. HASTINGS. Mr. Chairman, I offer an amendment. 
The CHAIRMAN. The gentleman from Oklahoma offers an 

amendment, which the Clerk will report. 
The Cle.rk read as follows: 
Amendment offered by Mr. HASTINOS: On page 7, line 14, subsection 

(d), strike out all of subsection (d) as amended and insert in lieu 
thereof the following : 

"(d) The commission shall, when operations of common carriers· by 
motor vehicle conducted or proposed to be conducted between ·states 
are involved, refer to a joint board for bearing and decision and appro
priate ortler thereon any of the following matters arising under the 

. administration of this act with respect to such operations : Applications 
for the issuance of certificates of public convenience and necessity; the 
suspension. change, or revocation of such certificates; applications for 
the approval and authorization of consolidations, mergers, and acqui-

sitions of control; complaints as to violaf1ons by common carrierlil by 
motor vehicle of tbe requirements established under section 2 (a) (1) ; 
complaints as to rates, fares, and charges of common carriers by motor 
vehicle ; and the approval of surety bonds, policies of insurance, or other 
securities or agreements for the protection of the public., required on 
tbe issuance of a certificate. In acting upon matters so referred, joint 
boards shall be vested with the same rights, duties, powers, and juris
diction · as are vested hereinbefore in this section in members or exam
iners of the commission while acting under its orders in the administra
tion of this act. Orders recommended by joint boards shall be filed 
with the commission and shall become orders of the commission and 
become effective as of date of filing with the commission." 

Mr. PARKER. Mr. Speaker, I ask unanimous consent that 
the gentleman from Oklahoma may proceed for 20 minutes. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from New York? 

There was no objection. 
Mr. HASTINGS. Mr. Chainnan, everyone, of cours·e, appre

ciates the expanding, growing, motor-bus transportation in
dustry. It has spread rapidly throughout the entire country. 

· It will be greatly enlarged and utilized by the traveling public. 
Everybody appreciates- that interstate bus transportation must 
be regulated to properly protect the interests of the public and 
the bus c01;npanies themselves. The amendment, therefore, that 
I offer only goes to the question of whether interstate bus trans
portation companies shall be regulated by joint boards composed 
of representatives of commissions of the respective States, or by 
the Interstate Commerce Commission, acting through examiners 
and subordinate employees. 

Mr. BURTNESS. Will the gentleman yield before going into 
an explanation of his amendment? 

Mr. HASTINGS. I yield. 
Mr. BURTNESS. I could not follow the reading of the 

amendment. Is it substantially the language of the original 
bill? 

Mr. HASTINGS. I am going to ~lain that. 
Let me explain just what the proposed amendment does. 
The amendment which I offer is a substitute for subsection 

(d) of section 3 on pages 7 and 8 as amended, and if adopted 
would permit joint boards to be appointed as Federal agencies 
in any number of States thl·ough which any motor bus is to 
run and confer upon these Federal agencies the authority to pass 
finally, upon the matters submitted to them as provided in this 
subsection. 

In my judgment if a commission can be safely trusted to 
regulate motor-bus transportation within the State, then a rep
resentative of that commission, forming a joint board with the 
representatives of one or more additional States affected, can 
and should be trusted to regulate motor-bus transportation be
tween those States affected. In my judgment there is no ans~er 
to this argument. It simply means you are willing to grant a 
larger measure of authority to the joint boards composed of rep
resentatives of the commissions representing the States through 
which these motor busses run. 

In line 17 my amendmept strikes out the words" recommenda
tion of" so that the joint boards would be authorized to hear 
and decide the questions submitted and not make recommenda
tions to the Interstate Commerce Commission. The amendment 
which I offer strikes out, after the word " necessity " in line 21, 
" except in so far as the action upon such applications is based 
solely upon · answers to questionnaires and information sub
mitted to the commission as provided in section 5 (b)." 

This would leave the granting of applications to the joint 
boards rather than the submission to the Interstate Commerce 
Commission of applications accompanied by questionnaires. 
Surely the joint boards of two or more States, know the local 
situation, and the need of granting the applications, better than 
the Interstate Commerce Commission, the members of which 
have no personal knowledge of the situation and must be en: 
tirely governed by the reconimendations of the joint boards or of 
examiners for the commissioners. Everyone knows that all 
of these details will be passed upon by examiners and subordi
nate employees of the Interstate Commerce Commission .and that 
the members of the commission can not possibly have time to give 
detailed consideration to the thousands of applications, com
plaints, and other matters about which it will be called upon to 
enter orders. 

The amendment which I offer strikes out, after the word 
" effective " in line 14, page 8, the words " and shall be subject 
to review by the commission in the same manner as provided 
in ·the case of members or examiners under this section," and 
inserts the words, " as of the date of filing with the commission," 
which would make an order of any joint board effective upon 
its being filed with the commission. 

Subsection (c) of section 3, provides ~·all decisions and 
recommendations by joint boards shall be by majority vote." 
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These joint boards are made up of representatives of the 

comrni::;sions of as many as three States, as provided in this bill, 
and would be made up of representatives from all States 
affected, if my amendment is adopted and if they agree by a 
majority vote, sure-ly it is safe for this order to be effective upon 
filing with the commission, without any further action by the 
commission. 

These joint boards are selected by the commissions of each 
State, and in event of the failure to do so, by the governors 
of the respective States. 

The joint boards will, therefore, be composed of men of 
responsibility and broad experience, and especially selected by 
their respective States, having in view their fitness and 
qualifications. 

This bill gives these joint boards no final authority in any 
single detail. Every order of the joint board of every kind 
and chm:acter is subject to review and approval, and subject 
to be reopened and reconsidered, amended, modified, or set 
aside, by the Interstate Commerce Commission, and this, in 
practically all cases, upon the recommendation of an examiner 
or a subordinate employee of the commission, who will pass 
upon the work of the joint boards. 

Will any Member of the House by his vote say that he would 
favor yielding to the judgment of an examiner for the com
mission or subordinate employee to review the work of any 
joint board? If you do, you are in favor of concentrating every
thing in Washington. If you are in favor of decentralization 
of power, you will leave the thousands of details with the joint 
boards and permit these joint boards to supervise interstate hus 
transportation and finally pass on every application or order 
affecting them, to the same extent that the respective State 
commissions pass upon intrastate bus transportation. 

When the Esch-Cuinmins bill was up for con ideration I 
called attention then to the fact that that bill practically took 
away much of the authority of tl1e State commissions. Subse
quent interpretation of the bill confirmed my criticism of it. 
Let me warn the House that the joint boards will be only fact
finding boards with no final authority, but will collect the evi
dence and report its views, and in the end all of the authority 
will be concentrated in the Interstate Commerce Commission in 
Washington. You who believe in a larger measure of local self
government and in a decentralization of authority in Washing
ton ought to support an amendment which will have for its 
purpose giving practically all of the authority to local joint 
boards under the general supervision of the Interstate Com
merce Commission. 

There has been some discussion as to whether or not such 
final authority may be conferred upon these joint boards. In 
numerous colloquies with Members on the floor I have asserted 
that Congress has the power and can confer this authority upon 
joint boards as Federal agencies. 

As to the power of Congress, I do not have any doubt. 
Paragraph 3 of section 8 of Article I of the Constitution em

powers Congress : 
To regulate commerce with foreign nations and among the several 

States, and with the Indian tribes. 

This interstate bus regulation is bottomed upon the authority 
conferred by this clause to regulate commerce among the sev
eral States and it will be seen that this same particular clause 
of the Constitution confers authority over Indian tribes. 

Section 22 of the act of Congress of April 26, 1903, authorized 
conveyances by full-blood heirs of their inherited interest in 
lands allotted to members of the Five Civilized Tribes, with the 
approval of the Secretary of the Interior. 

Oklahoma was granted statehood by proclamation issued on 
November 16, 1907, and thereafter, on May 2:7, 1908, Congress 
pas ed an act, section 9 of which amends section 22 of the act 
of April 26, 1906, by providing that-

No conveyance of any interest of any full-blood Indian heir in such 
land shall be valid unless approved by the court having jurisdiction of 
the settlement of the estate of such deceased allottee. 

That amendment transferred the jurisdiction from the Secre
tary of the Interior to the county courts of Oklahoma, just as I 
would transfer the final authority in many matters from ·the 
Interstate Commerce Commis ion to the joint boards to be 
selected as provided in this bill. 

The above-mentioned section 9 was construed by the ~upreme 
Court of the United States in the case of Parker et al. v. 
Richard et al ., reported in Two hundred and fiftieth United 
States Report, page 235, where the coul't held that in respect to 
the approval of conveyances of full-blood heirs th~t the county 
courts acted as Federal agents. 

At page 239 the court said : 
That the agency which is to approve or not ls a State court is not 

material. It is the agency selected by Congress and the authority con
fided to it is to be exercised in giving effect to the will of Congress in 
respect of a matter within its control. Thus in a practical sense the 
court in exercising that authority acts as a Federal agency, and this 
is recognized by the supreme court of the State. 

No appeal was provided from the county courts acting as 
Federal agents in the approval of these conveyances. 

My amendment would not permit similar appeals, but would 
make final the decisions of the joint boards in all matters com
mitted to their consideration which must be by a majority vote 
and over questions as to interstate transportation identical 
with the questions they pass upon within their respective States. 

The amendment I have offered would constitute these joint 
boards as Federal agents to administer the authority granted to 
them by the terms of this bill. Every order and act of a joint 
board would be as a Federal agent. This question has been 
construed by the Supreme Court of Oklahoma in numerous 
cases. (Tiger v. Lozier, 256 Pac. 727; Boyd v. Weir, 253 Pac. 
988; Malone v. Wamsley, 195 Pac. 484.) 

The power, therefore, of Congress to pass such legislation 
would seem to be clear and undisputed. 

No one to-day will hazard the extent of the expansion of 
motor-bus transportation. Thousands of individuals, com
panies, and corporations are making applications to their re
spective States for authority to transport passengers. They 
will gridiron every State and county and use every highway, 
State and Federal. Every State, with one exception, has en· 
acted legislation to regulate motor-bus transportation within 
their borders. My State of Oklahoma has enacted legislation 
in an effort to safeguard the interests of the public, and I am 
sure that in the administration of our local law it will be 
found necessary to amend it from time to time. It will be 
much easier to enact legislation to regulate interstate motor
bus transportation now than to secure amendments later by 
Congress. We should be sure that this legislation is well , 
considered and all the authority that can safely be intrusted to 
joint boards composed of local repre entatives from the respec- · 
tive States is given to them. 

In my consideration of this bill I asked the recommendation 
of the Corporation Commission of Oklahoma, and to my inquiry 
asking for an expression of its opinion upon this bill I received 
the following telegram in reply : 

OKLAHOIIrA CITY, OKLA., Maroh 13, 1930. 
Hon. W. W. HASTINGS, 

Member of Congress, Hot~se Office Building, 
. Washington, D. 0.: 

The corporation commi.ssion favored the Parker bill regulating motor
bus interstate transportation as it was originally introdoced. We under
stand that this bill has been amended in the House committee so as to 
provide that the State commissions will have no jurisdiction over any 
interstate line where more than two States are involved. We under
stand that some amendments will be offered to this bill wbi.ch will give 
the State commissions jurisdiction to pass on applications where more 
than two States are involved and we think that the bill should be 
amended so as to provide that a body composed of a representative 
from each of the commissions affected by any interstate application 
should pass upon the application, with authority to grant or deny such 
application and permitting an appeal to the Interstate Commerce Com
mission if Congress thinks such an appeal should be granted. We feel 
that some act should be passed by Congress conferring jurisdiction on 
some body or commission to regulate the interstate motor carriers, but 
we feel that the States affected by such interstate motor carriers should 
be given original jurisdiction to pass on such applications. 

CORPORATION COMMISSION, 

By C. C. CHILDERS, Ohainnan. 

My study of the bill had driven me to the same conclusion, 
and I had proposed the amendment before receiving the tele
gram from the commission. 

This commission recommends the amendment which I have 
offered, which, in effect, enlarges the joint boards to more than 
two States and gives these boards the final authority to pass 
upon applications, although my amendment would not permit an 
appeal to the Interstate Commerce Commission. I think that 
the granting of these applications should be left to the joint 
boards, without an appeal. 

The joint boards as this bill is reported are examining Fed
eral agents, fact-finding bodies, forwarding bodies, with no final 
authority to do anything which -is not subject to amendment, 
review, modification, or reversal by the Interstate Commerce 
Commission. 
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Without the adoption of the amendment which I have offered, 

there are only two justifications which one can find for voting 
for this bill : 

First. The necessity of the regulation of motor--bus transpor
tation denied by the decisions of the Supreme Court to the State 
commissions, so that this bill does not take away any authority 
from the State commissions over interstate bus transportation, 
because they have no authority now to take away. The bill 
does create joint boards as fact-finding commissions, to forward 
their views to the Interstate Commerce Commission, which, after 
interminable delays, causing much criticism of the commission, 
will finally be acted upon. 

The second justification one may offer for voting this measure 
is the hope that before it is finally enacted that the Senate will 
insist upon more authority being granted to the local joint 
boards. I want to urge this upon the attention of the State 
commissions throughout the country in the hope that they will 
give study to this bill after it shall have passed the House and 
before its consideration in the Senate, so that the Senate may 
have the advantage of their study and recommendations of 
amendments to the bilL For my part I am unwilling to give my 
support to a bill which concentrates all final authority in the 
Interstate Commerce Commission. 

I fear that Members of the House do not fully appreciate the 
great amount of additional work this bill will place upon the 
Interstate Commerce Commission. It is already greatly over
burdened with work and the commission should be saved from 
the responsibility of the many details this bill places upon it. 
Every minor detail which could be with safety transferred to 
the several joint boards should be given to them to pass upon 
iu the interest of expedition. I have no sympathy with the 
argument as to the expense of the joint boards. They would 
receive nothing additional from the Government for salaries 
and the only additional expense would be the attending of the 
meetings. These meetings, largely by the representatives of the 
two States, would be held at convenient times and places when 
a large number of applications and other matters would be 
brought to their attention, and hence the question of expense, 
in my judgment, . is one of minor importance. Besides, we are 
providing for joint boards in three States and as to them there 
will be no additional expense because they must meet anyway, 
and, in my judgment, nine-tenths of the business transacted by 
the joint boards will be by the boards of only three States. 

No Member who believes in local self-government can justify 
his vote against this amendment. 

Let us examine how it would be administered if adopted. 
The commission would refer to the respective joint boards, as 
provided in subsection (d) of section 3, as amended, all appli
cations for the issuance of certificates of public convenience 

· and necessity, which means permission to do an interstate 
motor-bus transportation business; the suspension, change, or 
revocation of such certificates ; applications and authorization 
of consolidations, mergers, and acquisitions of control; com
plaints as to violations by common carriers by motor vehicles 
of the requirements established under this act ; complaints as 
to rates, fares, and charges of common carriers by motor 
vehicle ; and the approval of surety bonds, and all other matters 
embraced within the provisions of this act. 

It is admitted that 90 per cent of these matters would be 
passed upon by joint boards of two States. It is safe to say 
that 7'% per cent additional will ·be passed upon by joint boards 
of three States; hence in my judgment 9772 per cent of all of 
these matters over which joint bo_ards will be given jurisdiction 
will be passed upon by joint boards of three States. 

I emphasize this for the purpose of inviting attention to the 
fact that joint boards composed of representatives of ·more 
than three States will seldom be required to meet. · 

In actual practice the commission wUl give notice of the call 
of representatives of State commissions who will compose these 
several joint boards to meet at some central point, at which 
time they will be organized into as many joint boards as may 
be necessary, and there will be submitted to the respective 
boards the matters over which eacb would have jurisdiction. 
They would divide up into separate joint boards similar to the 
division of the Senate into its several committees, and the 
matters over which each board has jurisdiction would be 
assorted out, indexed, briefed, and passed upon rapidly by the 
respective joint boards. At this same general meeting ~ joint 
board of two States may meet in the morning and pass upon 
the matters referred to it, and in the afternoon these members 
may meet with other members, forming joint boards, for the 
consideration of matters over which those respective boards 
would bave jurisdiction. Many matters referred to them would 
be routine and could be passed upon rapidly and in a short time. 
There would be necessity only occasionally for the joint assem
bling of the additional joint boards which the amendment I o1l'er 

would create. These boards would cause but little additional 
expense, as there would be no additional salary expense and 
only the expense of transportation and hotel accommodations 
incident to attendance upon the meetings. 

If all of the representatives of the 48 States were to meet 
jointly and remain in session for 30 days, calculating their ex
l?enses, exclusive of transportation, including board, at the 
rate of $7 per day allowed, the total expense incurred would 
aggregate $10,080. The appropriation for the Interstate Com
merce Commission for the current year is $7,548,825. The inde
pendent offices bill, as passed by the House, carried $8,322,650 
for the coming year, and as reported by the Senate committee 
$9,329,963. 

If all of the representatives were to assemble once each 
month and .remain in continuous session, exclusive of trans
poti:ation, their expenses would amount to only $120,960. The 
figures cited in the debate on this bill show an enormous amount 
already invested in motor-bus transportation. This is just the 
beginning. No flight of the imagination can vision the invest
ment in motor transportation, including terminals, busses, and 
equipment, within the next generation. If this bill is enacted, 
a far larger sum than the figures I have given will be asked 
for the Interstate Commerce Commission to render the addi
tional service which this bill will require. 

If only group meetings of joint boards of two or more States 
are called occasionally, which, as I have estimates, would cover 
97% per cent of the cases, these boards from adjoining States 
could be assembled in 48 hours, all matters committed to them 
rapidly passed upon, a decision reached, and forwarded to the 
commission for filing, when it would immediately go into effect. 

Mr. HOCH. Will the gentleman yield? 
Mr. HASTINGS. I yield. 
Mr. HOCH. Under the gentleman's amendment the decision 

of the joint board would be final and not subject to the review 
by the Interstate Commerce Commission. 

Mr. HASTINGS. ·Exactly. 
Mr. HILL of .Alabama. Suppose they could not agree, what 

theem? , 
Mr. HASTINGS. I am sure they will always harmonize their 

differences. There never will be a time-and we have substi
tuted majority for unanimous vote-you never will find th~ 
time when the joint board will not reach some agreement in the 
best interests of the traveling public of their respective States. 

Mr. HOCH. Does the language provide for a decision by th~ 
majority, in the gent1eman's amendment? 

Mr. HASTINGS. A decision by a majority vote is provided 
in another subsection, so the final decision will be by majority 
vote, and this amendment does not change that. 

Remember always that these several State commis~ions are 
appointed with due regard for their competency and because of 
their peculiar knowledge of conditions within their respective 
States. They are already trained. Any member who votes 
against this amendment votes in favor of centralizing addi
tional authority in Washington and votes in favor of permitting 
examiners and subordinate employees of the Interstate Com
merce Commission to pass upon these matters, because after all 
that is what it means, as the members of that commission will 
not have time to pass upon the thousands of details referred to 
it, instead of submitting these -same questions to representatives 
of the several State commissions brought together on joint 
boards. . 

I yield to no man in the House in my advocacy of · State 
rights or local self-government. This amendment brings the 
government back to the people. These joint boards will respond 
sympathetically to public sentiment. The Interstate Commerce 
Commission, acting through examiners and subordinate em
ployees, is too far removed from local public sentiment to ap
preciate the importance of expedition or to view important 
local questions from the local viewpoint. Without this amend
ment this bill concentrates too much power in the Interstate 
Commerce Commission. 

My State particularly is opposed to long-distance government. 
We have been guided by rules and regulations of the Bureau of 
Indian Affairs, first in the War Department and now in the 
Interior Department, for 100 years. It has been the cause of 
many interminable delays and a great deal of just criticism. 

After all, no board or commission, sitting as far away as -the 
seat of our National Government, can be expected to respond to 
local sentiment as the representatives of commissions or joint 
boards. 

Some f~w years ago the city of Okmulgee, Okla., was anxious 
to induce the Missouri, Kansas & Texas Railway to enter that 
city. This railroad secured an option on a short line of railroad 
entering Okmulgee and running south some 10 or 12 miles into 
the coal fields. 
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An application was made for a certificate of convenience and 

necessity, and it was referred to the State Corporation Commis
sion of Oklahoma for investigation and report. This report was 
favorable, but it was reviewed by an examiner for the Interstate 
Commerce Commission anu an adverse report made. In the 
meantime a train load of anxious representatives from Okmul
gee . came to Washington J,tt great expense and aided their Rep
resentatives in both branches of Congress and the attorneys 
representing the city, and all interested appeared before the 
commission to urge early and favorable consideration. No 
action was taken by the commission until the option of the Mis
souri, Kansas & Texas Railway for the purchase of the short 
line bad expired. Therefore the line was never built, and the 
splendid city of Okmulgee lost the competitive service which this 
railroad would have brought. and I feel sure that it would have 
added greatly to the upbuilding of the city and the community 
which it was to serve. 

Let us not forget that the roads which are traversed by these 
motor busses are largely built by local and State ta_xes. It is 
true that the Federal Government contributes some Federal aid, 
but that amount is small compared to the very great amount 
expended from local and State funds. · Here we have these high
ways constructed largely by local and State taxes, and yet by 
the terms of this bill the States and the local communities will 
have no control over the granting of applications for the use of 
such highways in so far as interstate transportation is con-
cerned. · . 

Let us not be deceived by the terms of this bill. I invite 
attention to the last three lines, which the amendment I offer 
would eliminate, referring to decisions of joint boards, which 
reads as follows : 

And which shall be subject to review by the commission in the same 
manner as provided in the case of members or examiners under this 
section. 

The amendment which I offer provides for the orders of these 
boards to be effective without review upon their being filed with 
the commission. Without this amendment this bill subjects 
every order of any joint board to review by the commission. 

You have all read the deci ions which emasculated State com
missions so far as the railroads are concerned. They have little 
and practically no final authority. This bill is an entering 
wedge to emasculate these commissions of their authority over 
interstate bus transportation. Once enacted it is difficult to 
amend or repeal such a bill. These highways upon which the 
local communities and the States have expended millions of 
dollars will be appropriated for interstate bus transportation 
without the consent of the local communities and the States, 
and they will have little control over them. These commissions 
now have exclusive authority and control over and pass on 
similar questions with reference to bus transportation exclu
sively within the respective States. No reason sound in prin
ciple occurs to me why joint boards composed of the respective 
repre, entatives should not be given the same fin:il authority and 
control over the use of the roads in interstate bus transportation. 

I have tried to show how the members of the respective com
missions when they meet would divide up into joint boards to 
pass upon all questions which may be referred to them, and as 
to the expense, and I do not believe, in the first place, that the 
assembling of these boards would occasion any additional ex
pense over and above the expense of the investigations that 
would have to be carried on under the general supervision of 
the Interstate Commerce Commission, and the question of the 
additional expense, if any, would be overcome greatly by the 
expeditious action of the joint boards and their sympathetic 
consideration in the decisions as to the many questions submitted 
for their consideration. 

.There are 11 members of the Interstate Commerce Commis
sion, and I doubt if there will ever be assembled as many 
members on any joint board. You can not, of course, have the 
judgment of the Interstate Commerce Commission unless that 
commission meets and passes upon the questions submitted. If 
you take into consideration the amount of the salaries of the 
members of the commission, and the fact that no additional 
salary will be paid to the members of the joint boards, but only 
the amount of their expenses, in my judgment, it would be more 
economical for joint boards to pass upon the many questions 
referred to them than for these same questions to be 1-eferred 
to the Interstate Commerce Commission. If an erroneous deci
sion is reached by the joint boards, the people of the respective 
States will have an opportunity to secure a change of the policy 
of any joint board through a change in the respective commis
sions. 

The motor-bus industry is an expanding one. The day is not 
far distaut when every railroad will supplement its service with 
motor-bus service, and this makes it the more important that 

the authority over this character of transportation be retained 
in joint boards representing the commissions of the several 
States. 

Finally, let us remember that we are only submitting to the 
joint boards the questions with which the several State commis
sions are familiar, and which they are deciding day after day 
throughout each State in the Union. 

Let me repeat, if a commission is competent, experienced, and 
trained to pass upon these same questions within a State, surely 
r epresentatives of the commission can be trusted to carry that 
same experience with them in their action upon the joint boards. 

This amendment is in the intel'est of expeditious action, would 
relieve the Interstate Commerce Commission of thousands of de
tails with which it should not be burdened, would utilize the ex
perience of trained men on the separate State commissions, 
prevent additional concentration of authority in Washington, 
and leave to representatives of the States the full and complete 
control not only of motor-bus transportation within the States 
but over l'oads which the local communities nnd the States have 
taxed themselves millions of dollars to construct. 

Mr. NELSON of Maine. Does the gentleman recognize any 
diffe1·ence in the case he cites and the case where the interests 
are conflicting, where the interest of the intrastate may conflict 
with the interest of the interstate commerce? 

Mr. HASTINGS. There is no difference in principle. If the 
Oongl'ess by an act under the authority of this same clause 
of the Constitution can refer the approval of deeds to the 

· judges of the county court and constitute them Federal agents 
to pass upon such conveyances, then the Congress of the United 
States by this legislation can constitute representatives of the 
State commissions Federal agents, and clothe them with the 
power and authority to finally pass on the question submitted to 
them. 

l\fr. NELSON of Maine. There is no question in anybody's 
mind, I think, about the power of Congress to appoint a State 
agent or a State court a Federal administrative agent, but does 
the gentleman agree with me that the intention of the ConstitU
tion was that interstate matters should be decided by Federal 
authority? 

Mr. HASTINGS. Happily both are authorized by the same 
clause of the Constitution which I read when I first presented 
the question. It is under the power to regulate commerce with 
foreign nations and among the several States and with the 
Indian tribes that this power is exercised. It is under the same 
clause of. the Constitution. 
1 1\fr. NELSON of Maine. Does the gentleman recognize any 
worth in the claim that matters relative to interstate commerce 
should be removed from the decision of those who are directly 
interested in them? 

l\fr. HASTINGS. I am now discussing the power of Congress 
to enact such legislation. So long as Congress has the power 
to regulate commerce between the States, I think the Congress 
has the power to constitute any body or representatives as 
Federal agents, just as it constitutes the Interstate Commerce 
Commission itself a Federal agent, with final power to pass 
on matters referred to it. 

Mr. 1\TELSON of Maine. I agree with the gentleman on that. 
I now ask him if be recognizes any merit in the claim that 
interstate commerce matters should be determined by those 
not directly interested in them. 

1\Ir. HASTINGS. I am going to discuss that matter in a 
moment. 

1\Ir. GARBER of Oklahoma. Mr. Cha~rman, will the gentle
man yield? 

:Mr. HASTINGS. Yes. 
1\Ir. GARBER of Oklahoma. I have a great deal of respect 

for the good judgment .of the gentleman from Oklahoma and 
for his recognized legal standing. I do not believe there is any 
question but that the power could be delegated to the personnel 
referred to who would be authorized to act us Federal agents, 
with but one or two exceptions; and those are, if the State law 
did not prohibit and the individual did not refuse to act. With 
tho e two exceptions the gentleman is well supported by the 
authorities. Here, however, is an economic proposition which 
results from the gentleman's scheme of regulation. Here we 
have two States that have passed upon a 2-State operation. 
They have finally determined all the matters that have been 
submitted to them ; the question as to rates, the question as to 
bonds, and various other matters. Over here we have two 
other States, over here in some other section we have three other 
States, and over here five other States, and as a result of the 
gentleman's scheme would we not have a lot of little jurisdic
tions, separate and distinct, all over the United States, and 
uniformity would not exist and could not be obtained by reason 
of the final jurisdiction given to these Federal agents. 
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Mr. HASTINGS. I prefer to submit such matters to local 

boards or commissions always than to centralize the authority 
in Washington. 

Mr. McSWAIN. Then, Mr. Chairman, if the gentleman will 
permit, I'esponding to the inquiry of the gentleman from Maine 
[Mr. NELSON], with the suggestion from him that the exercise 
of the rights of interstate commerce should be controlled ex
clusiYely by some Federal agent, I call his attention to the fact 
there have been more cases in the State courts dealing with the 
interstate commerce clause of the Constitution than in the Fed
eral courts, and that the Constitution itself by the clause that 
makes the judges of the Federal States bound by the provisions, 
of the Federal Constitution, imposes upon the State judges, 
wherever that question as to the control and exercise of inter
state commerce arises, the duty of passing on that Federal ques
tion, and but for the judicial act itself, the decision of the high 
State court would be final on that Federal question. 

. Mr. HASTINGS. I thank the gentleman for his contribution. 
1\fr. NELSON of Maine. But how does that affect this case? 
Mr. HASTINGS. The motor-bus industry has expanded so 

greatly within t11e last five years that there are motor busses in 
operation transp(}rting passengers on every State and Federal 
highway in the United States. They are not only a great neces
sity but a great convenience. Through expansions and mergers 
the number engaged in interstate m(}tor-bus transportation may 
be decreased but the service, through large unified companies, 
will be enormously expanded. The necessity for . regulation is 
obvious, to insure a continuity of service, to regulate hours of 
hibor, to provide for insurance to indemnify losses through acci
dent, and this regulation is recognized as being necessary by 
those engaged in interstate bus transportation throughout the 
country, but if the l\Iembers vote to looge this authority in the 
Interstate Commerce Commission, to be exercised through ex
aminers and subordinate employees, I warn them that there will 

.... be many bitter experiences and complaints of delay which we 
could avoid by the adoption of ' the amendment I propose giving 
final authority to joint boards composed of representatives of 
the commissions of the seYeral States, elected by the people 
themselves. 

Mr. RAYBURN. Mr. Chairman, will the gentleman yield 
right there? 

Mr. HASTINGS. I yield to the gentleman from Texas. 
Mr. RAYBURN. They may stay at one place for a year. 

But suppose they went to 180 places? 
Mr. HASTINGS. That would be an extreme case and highly 

improbable. These matters would be refe_rred to the joint boards 
in large numbers, and they would be considered and decided at 
one sitting. 

In conclusion, let me warn the Members of the House that 
unless the amendment which I have offered is adopted, prac
tically every motor-bus transportation company in the country 
will in some way soon be connected up, owned by or allied with 
motor-bus transportation companies doing such an interstate 
business as will bring them within the shelter and protection of 
the provisions of this law, so as to get away from local or 
State regulation. 

No one ever dreamed when the railr(}ad bill was enacted that 
the courts would go so far in sustaining the jurisdiction of the 
Interstate Commerce Commission over purely intrastate roads 
when they were connected in any way with interstate systems. 

The same thing will happen in the bus-transportation in
dustry. The railroads will supplement their systems with 

' motor-bus transp(}rtation, and immediately thereafter mergers 
will follow and the motor-bus transportation companies will be 
enlarged and expanded, and the Interstate Commerce Commis

' sion will have final authority over the entire subject, as they 
do now, in effect, over the question of railroad transportation. 

Mr. NELSON of Maine. -Mr: Chairman, will the gentleman 
yield for just one question? -

Mr. HASTINGS. Yes. 
Mr. NELSON of Maine. I understand you admit that this is 

an attempt on the part of the States to acquire control over 
interstate commerce? 

Mr. HASTINGS. I do not make such a contention. I mean 
. to say that by the language of this amendment the representa
tives of the various States ~re constituted Federal agents tb 
pass upon the questions as provided in the amendment involving 
the use of their roads, which the States themselves have built 
very largely with their own money. I am asking you Members 
who believe in local self-government, as I conclude these re
marks, which do you prefer? Do you prefer to leave these 
questions with the representatives of your own C(}mmissions, 
representing your own States, acting as Federal agents, or 
woultl you leave them to examiners or subordinate employees 

LXXII--364 

of the Interstate Commerce Commission? The Interstate Com
merce Commission recommends in effect this amendment-

Mr. MAPES. Mr. Chairman, will the gentleman yield right 
there? 

Mr. HASTINGS. I will be compelled to yield to the gentleman 
from Michigan. 

Mr. MAPES. As long as the recommendations and orders of 
the joint board become the orders of the commission within 10 
days, unless somebody appeals to the Interstate Commerce Com
mission, what is the use of raising all the doubts which· exist 
in the minds of so many people as to the constitutionality of 
the provisions prepared by the gentleman? Those doubts are 
very serious in the minds of many people. 
· Mr. HASTINGS. It 'is not a serious question, in my opinion, 
and if you will read the decisions I have quoted I do not think 
it will be found to be a se1ious question by the gentleman. 

Mr. RAYBURN. Mr. Chairman, will the gentleman yield? 
Mr. HASTINGS. Yes; I yield. 
Mr. RAYBURN. The only difference is that the gentleman 

is speaking of the final review. Nobody thinks that the exam
iner or commissioner would do more than merely recommend. 

Mt. HASTINGS. I prefer to trust my own State authorities. 
I am for local self-government as far as possible. -

Mr. RAGON. Will the. gentleman yield? 
Mr. HASTINGS. I yield. 
1\lr. RAGON. I am not sure that I understand the purport 

of the gentleman's ar.gument. If there !s a matter that per
tains to Arkansas, Oklahoma, and Kansas, for instance, under 
this amendment · joint boards composed of those three States 
would pass upon it? 

Mr. HASTINGS. That is correct. 
Mr. RAGON. And that would be final? 
Mr. HASTINGS. That would be final on all matters re

ferred under subsection (d) . 
Mr. RAGON. In other words, it would leave it to Kansas and 

Oklahoma, if they saw fit, to tell Arkansas what it might do? 
Mr. HASTINGS. 'Vhen this amendment was prepared the 

word " unanimous " was provided in the bill and all three 
would have had to pass favorably upon it, but, with the amend
ment adopted only requiring a majority vote of the board, I 
would immeasurably prefer to have the local representatives of 
the two sister States, having interests in common and under
standing the local questions, pass upon these questions finally 
than to have an examiner or a subordinate of the Interstate 
Comm~rce Commission and finally the Interstate Commei·ce 
Commission, 1,500 miles away-too far for the voice of your 
people . in Arkansas and my people in Oklahoma to ever be 
heard-pass upon it. [Applause.] 

The CHAIRMAN. The time of the gentleman has again 
expired. 

Mr. HOCH rose. 
The CHAIRMAN. The gentleman from Kansas [1\Ir. HocH] 

is recognized for fiye minutes. 
1\fr. PARKER. Mr. Chairman, I ask unanimous consent that 

the gentleman from Kansas may p_roceed for 15 minutes. 
The CHAIRMAN. The gentleman from New York asks 

unanimous consent that the gentleman from Kansas may pro
ceed for 15 minutes. Is there . (}bjection? 

There was no objection. 
Mr. HOCH. 1\Ir. Chairman and gentlemen of the committee, 

I discussed this matter of joint boards at some length the other 
day, and I regret the necessity-of some repetition. 

Let me say in the first place that I approached this whole 
question of joint boards in an attitude sympathetic toward the 
jurisdiction of the State commissions. If I may make this 
personal reference, I am sure the members of our committee 
will bear me out that during my years of service upon that 
committee, if there is one thing I have stood for it has been to 
retain as far as practicable jurisdiction with State and local· 
bodies. But I came to the conclusion that the proposal such as 
that made by my friend from Oklahoma is utterly impracticable. 
I feel there are yet some members of the committee who have 
not gone into the matter sufficiently to visualize exactly what 
is proposed by this amendment. · 

The gentleman's amendment carries two propositions. 
First, he wants to make the deciSions of these joint boards final 
in all cases. In the second place, be desires to make it neces
sary that there be joint boards in all cases, regardless· of the 
number of States involved in the operation. 

I do not wish to take more than a moment of the time of the 
committee with reference to the first proposition. It involves, 
of course, a very large constitutional question. He proposes, in 
effect, either to turn back to the States the power to regulate 
interstate commerce, whjch was granted in the Constitution tu 
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the Congress, or he proposes, if I mat put it in another way, 
and the way I trust is most favorable to his contention, to 
create the State boards as Federal agencies. · 

Mr. HASTINGS. That is exactly my position, the representa
tives of the State boards who will be on these joint boards as 
Federal agents under this law. 

Mr. HOCH. He proposes to create them as Federal agents 
and provide that their decisions shall be final. Without taking 
the time to elaborate, I suggest this proposition to the gentle
man as a lawyer: It has been held again and again that the 
regulations of rates, for instance, is a legislative matter and 
not a judicial matter, and that the question of rates comes 
before the courts only when constitutional . questions are in
volved, such as the confiscation and due process of law provi
sions of the Constitution. Aside from that and similar con.sti
tutional inhibitions, the power to fix rates is solely a legislative 
function. We have set up an agency, the Interstate Commerce 
Commission, to do what? To act as our agent as an adminis
trative body in carrying into effect our legislative function. I 
think that is a fundamental proposition. Now, if that be true, 
I suggest to the gentleman that you can not grant to anybody, 
whether it be State officers as Fede1·al agents, or to anyone else, 
the power to fix rates except as an administrative act, and if 
that be true, then inevitably you must at-least set up a uniform 
ruie under which this administrative act will be carried out. I 
might illustrate with reference to the flexible tariff and other 
matters. In other words, it must be that a body which exer
cises the power does it under a mandate of Congress, which at 
least sets up a reasonably certain rule under which they shall 
administer the legislative function we have given. 

Mr. HASTINGS. The gentleman recognizes that the Inter
state Commerce Commission is not a constitutional commission. 
It was created, I believe, by the act of 1887. If the Interstate 
Commerce Commission, representing us as a Federal agent, can 
pass upon this, why can not Congress constitute another body 
as a Federal agent to pass on it? 

Mr. HOCH. That is exactly the proposition I am suggest
ing to the gentleman. When we set up the Interstate Commerce 
Commission we gave them directions, under a definite adminis
trative principle or guide, as to the way in which they should 
carry out the legislative function. 

Mr. HASTINGS. Would not these joint boards act in the 
same way? 

Mr. HOCH. I do not want to oo discourteous, but I ask the 
gentleman to wait a moment. I can not make all the arguments 
in one or two minutes. The point I am making is that the 
gentleman proposes to create some State officials as Federal 
agents, and for this phase of the argument I care not whether 
they are State officials or not. But he proposes to grant to 
certain people the power to carry out a legislative function. 
I might illustrate! We have in many States, for instance, a 
provision in their law that in passing upon the question of the 
issuance of a certificate of convenience and necessity they shall 
not take into consideration the existence of rail transportation. 
I hope the gentleman will get this as a concrete illustration. 

In other States they have a provision in their law that they 
shall take into consideration the existence of rail transporta
tion. So you would have, in effect, State officers acting as 
Federal agents, seeking to apply in one case, as Federal agents, 
an entirely different principle from that which you would 
apply in another case. I do not believe, without going into 
other arguments, that you can constitute any body to carry 
out the legislative function which is ours without giving them 
a uniform guide. We can not have an agent in one case apply
ing one rule, on the theory that it- is the administration of a 
Federal policy, and another body carrying out an entirely 
different rule on the theory that they are administering. the 
congressional will in the matter, and I think the court wouid 
look behind the words and to the substance in determining 
whether a uniform reguiation of interstate commerce through
out the country was in fact being carried out. An admittedly 
different effect, final in character, in different parts of the 
countryt even though under the same formal ruie, would 
certainly v;iolate the principle, at leastt of the requirement for 
a uniform administrative guide. 

In other words, the manner in which interstate commerce 
shall be regulated must be determined. under Federal direction. 

Mr. MoSW AIN. Will the gentleman yield? 
Mr. HOCH. Yes; I yield. 
Mr. McSWAIN. Is not that exactly what we have in connec

tion with our nine circuit courts of appeal, nine courts some
times deciding the same question perhaps in nine different ways, 
and where the minimum for a writ of certiorari is involved they 
can never go to the Supreme Court of the United States? 

Mr. HOCH. Certainly ; and the gentleman's argument an
swers itself. In the case of the nine circuit courts of appeal, the 
appeal is to the one unifying body, the Supreme Court. . 

Mr. MoSW AIN. But the gentleman knows that the circuit 
courts of appeal have final jurisdiction in certain cases, and in. 
all cases where they have final jurisdiction you may have nine 
different ruies. 

Mr. HOCH. Certainly, the gentleman does not contend that 
the ruling of a circuit court of appeals is the carrying out of a 
legislative function. I am speaking here of a definite direction 
in the Federal Constitution wherein it grants to Congres , and 
Congress alone, the power to regulate interstate commerce. But 
I do not want to take up any more time upon the legal argu
ment, because that is not the principal thing I arose to discuss. 

Mr. ARNOLD. Will the gentleman yield? 
Mr. HOCH. I yield. 
Mr. ARNOLD. Suppose a State should refuse to cooperate 

in the organization of these boards for carrying into effect the 
operation of the machinery we are creating here. In what 
position would we be? _ 

Mr. HOCH. Wet of course, wouid have no regulation at all. 
Mr. HASTINGS. Will the -gentleman yield? 
Mr. HOCH. - I yield. 
Mr. HASTINGS. That question was not asked me, but does 

the gentleman suppose there is any commission in any State 
in this Union that refused to act that would stay in power for 
another term? Nobody believes that. 

Mr. HOCH. I do not wish to impose upon the committee to 
discuss incidental questions. I want to get to the second 
propositiont and I now pass from the constitutional question in
volved to the question of practical administration. 

So that there may be no misunderstanding about what these 
joint boards are to do, let me repeat what the gentleman from 
Texas referred to a little while ago. What is it the-se joint 
boards are to do? 

Let me read from the bill : 
Applications for the issuance of certificates of public convenience and 

necessity, the suspension, change or revocation of such certificates, ap
plications for the approval and authorization of consolidations, mergers 
and acquisitions of control, complaints as to violations by common 
carriers by motor yehicle or the requirements established under section 
2 (a) (1)-

. And I shall in a moment refer back to that-
complaints as to rates, fares, and charges of common carriers by motor 
vehicle, and the approval of surety bonds, polic-ies of insurance, or 
other securities or agreements for the protection of the public required 
on the issuance of a certificate. 

Now, I refer back to section 2 (a) (1) to see what things 
are included there that shall be referred to these joint boards-
complaints as to violations involved in section 2 (a) (1). What 
are they? I quote: · 

To supervise and regulate common carriers by motor vehicle, as pro
vided in this act, and to that end the commission may establish reason
able requirements with reference to continuous and adequate service at 
just and reasonable rates, a uniform system of accounts and reports, 
qualifications and ma:rlmum hours of service of employees, safety of 
operation and equipment, comfort of passengers, and pick-up and de
livery points whether on regular routes or within defined localities or 
districts. 

Now, all of these vast, complex things shall be, under the 
gentleman's proposal, referred to the joint boards. 

Now, let us see how many joint boards--
Mr. KETCHAM. Will the gentleman yield before he leaves 

that point? 
Mr. HOCH. Yes; I yield. 
Mr. KETCHAM. Are not the duties which the gentleman 

has just enumerated now imposed upon the utility commissions 
of the States with reference to their own intrastate traffic? 

Mr. HOCH. Yes; in most cases they are. 
Mr. KETCHAM. Then, would there not be a less violent 

transition if we put this extra work on them rather than to 
impose it upon a board, like the Interstate Commerce Commis
sion, which has never had such duties? 

Mr. HOCH. If the gentleman will wait a moment, I think I 
can convince him as to the impracticability of the amendment, 
although I may be overconfident. 

A facetious reference was made in the debate day before 
yesterday to my ability as a mathematician, and I am not at 
all sensitive upon that point. My good friend from Oklahomat 
Judge G.ARBEB, referred to a statement which I had made off
hand a few days before, when I said I had not figured it out 
as a mathematical proposition, but that I wo1lld make the guess 
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that -even with only five States involved you might have at 
least 25 separate and distinct joint boards. My friend from 
Oklahoma said I was drawing upon my imagination. Well, you 
know I have consulted several mathematicians since then and 
they tell me I am way too low on my 25, and if my good friend 
from Oklahoma will bear with me for a moment I would like 
to conduct a little class in mathematics for his benefit, and I will 
take ftve States----

Mr. GARBER of Oklahoma. Will the gentleman yield? 
Mr. HOCH. I gladly yield to my pupil. 
Mr. GARBER of Oklahoma. Before doing that I know the 

gentleman wants to be exact in his reference to my statement. 
. :Mr. HOCH . . ·Absolutely. 

Mr. GARBER of Oklahoma. I simply stated that the gentle
man's estimate of 25 different boards in five States was not 
coupled with the statement of fact that it would only require 
five different members, each member not being prohibited from 
acting on all the various boards. 

Mr. HOCH. Yes; but, of course, I am not talking about the 
number of members, I am talking about the number of sepa
rate and distinct boards, and bear in mind that each board 
must be created as a separate, legal entity. It must organize, 
it must have its officers, it must have its stenographers, it must 
have its clerk, and it must make a record which is to be trans
mitted to the Interstate Commerce Commission. 

l\Ir. O'CONNOR of Oklahoma. Will the gentleman yield? 
Mr. HOCH. Yes. 
Mr. O'CONNOR of Oklahoma. And every time there is_ a 

change of any one of the members on these boards, you have 
got to reorganize that board. 

l\Ir. HOCH. Yes; I hope to get to that point in a moment. 
Let us take five States and see exactly what is proposed. Let 
us take the States of New York, Pennsylvania, New Jersey, 
Delaware, and Maryland, and remember that all these questions, 
not only with respect to the issuance of a certificate, but com
plaints as to poor service, as to improper hours of employment, 
as to safety of equipment, as to insurance, and as to all these 
other things, must be referred to a joint board called into being 
for the specific purpose of passing upon the question at issue. 

Now, here is an operation between New York and Pennsyl
vania-Buffalo and Philadelphia. Suppose the service is in 
effect and there is a complaint about the service. Som·e one 
makes a complaint, and you must call into being a board for the 
purpose of considering that, one from Pennsylvania and one 
from New York. That is one. 

Here is another operation between New York and New Jersey. 
The first board has nothing to do with this; it is a separate and 
distinct board. 

Here is an operation between New Jersey and Pennsylvania, 
and that is three boards. Here is a bus operator which operates 
not only from New York into Pennsylvania but runs into Wil
mington, Del. That is the third board. The first board has 
nothing to do with it. It is a distinct entity. 

Here is another operator that goes from New York and 
through Pennsylvania and Delaware and into Maryland. That 
is the fifth. Here is an operator who operates from New York 
through New Jersey into Pennsylvania. That is the sixth. 
There is another operation through New Jersey into Delaware 
and into Maryland; that is seven. Here is a carrier operating 
.from Maryland into Pennsylvania and into New Jersey; that is 
the eighth board. Here is another that operates from Delaware 
into Pennsylvania and New Jersey. There I have given nine 
boards. I want to say to the gentleman from Oklahoma if he 
will pursue it further he will readily get 25 boards-a conserva
tive estimate of the number of distinct boards that might have 
to be created to pass on operations in the case of any five States. 

Now multiply that, as the gentleman from Oklahoma pro
poses, and take 48 States, and we have operators certainly 
to-day halfway across the country, and my belief is that you 
can buy a ticket now clear to San Francisco. 

Here is an operation involving a dozen States in the Union 
across the country. Some one makes a complaint about rates, 
about s~rvice, or any other matter, or some ·one wants a new 
certificate. You have to take the map and see the particular 
States the operation goes through and call into being a board 
for that purpose. 

Mr. HASTINGS. Will the gentleman yield? 
The CHAIRMAN. The time of the gentleman bas expired. 
Mr. HOCH. I ask for five minutes more. 
The CHAIRMAN. Is there objection to the request of the 

gentleman from Kansas? 
'!'here was no objection. 
Mr. HASTINGS. Will the gentleman yield? 
Mr. HOCH. I yield. 
Mr. HASTINGS. Does not the gentleman recognize that a 

lot of the applications would accumulate in the Interstate Com-

merce Commission, and they would call the representatives of· 
the board there in a group or collectively, and they would 
submit any number of matters, just like a court clearing a 
docket, taking into consideration all the matters - that bad 
accumulated up to that time? 

Mr. HOCH. No; I realize nothing of the sort. In the first 
place, we would not want to wait for matters to accumulate. 
The gentleman seems to be under the impression that this is a 
regional matter. If we had regional boards it would be a more 
practical proposition. One of these boards assembled from 
across the country would hardly get into session and finish its 
work before there would be another complaint with reference 
to some operation, and you would have to call them back again; 
and if the operation entered another State you would have to 
create a separate board-a distinct legal entity-to make a 
separate record. 

Some reference was made by the gentleman from Virginia, 
for whom I have great regard, to the number of operations at 
the time the Interstate Commerce Commission made its report. 
The report was based on figures gathered in 1926. In these 
four years the interstate operations of buEses have gone up like 
mushrooms. You know what is happening, that interstate. 
busses are being increased in size and improved in all sorts of 
ways in order to attract the public. There is no comparison 
between the amount of interstate operations that are in effect 
to-day and what were in effect four years ago. 

Mr. O'CONNOR of Oklahoma. Mr. Chairman, will the gentle
. man yield? 

Mr. HOCH. Yes. 
Mr. O'CONNOR of Oklahoma. The gentleman came up to a 

very important subject and then left it. Considering this is a 
transcontinental route and that it crosses 12 States, suppose. 
some one State did not nominate anybody to act, then you would 
not have any board or any regulation. 

Mr. HASTINGS. Ob, under this law if the commisSions re
fuse to act the governor can appoint somebody. 

l\Ir. O'CONNOR of Oklahoma. But suppose the governor did 
not want to act. 

Mr. McSWAIN. And suppose that the President did not ap
point a member of the Supreme Court, where would we be? 

Mr. HOCH. I am quite willing to assume that there will be 
a member, and I am also willing to assume that there will be a 
member traveling in every case from a State to attend these 
meetings, because it is provided that not only the commission 
members may go but that they may delegate somebody else to go. 

Mr. COOPER of Ohio. Mr. Chairman, will the gentleman 
yield? 

Mr. HOCH. I yield. 
1\!r. COOPER of Ohio. I am interested in trying to get some 

regulation of the employees engaged in interstate motor bus 
traffic. I understand to-night they will run a man out of 
Washington 'clear throug~ to P~ttsburgh, almost 300 miles, with
out a change. Suppose a man had a certificate to operate a 
bus from Boston to Washington, I believe he would have to go 
through nine States. Does not the gentleman think it would be 
almost impossible to get those nine States to agree on regula
tions in regard to the hours of service of these operators? 

Mr. HOCH. I not only thh1k it would be difficult, but I think 
it would be utterly impracticable to be compelled in every case 
such as the· gentleman states to call into existence a board to 
pass on that particular case. 

1\Ir. HASTINGS. Does not the gentleman believe that the 
Representatives of his State and mine would be more sympa
thetic with labor than the Interstate Commerce Commission? 

The CHAffiMAN. The time of the gentleman from Kansas 
bas again expired. 

Mr. PARKER. Mr. Chairman, I move that all debate upon 
this amendment be now closed. 

The motion was agreed to. 
The CHAIRMAN. The question is on agreeing to the amend

ment offered by the gentleman from Oklahoma. 
The question was taken ; and on a division (demanded by Mr. 

HASTINGS) there were--ayes 17, noes 86. 
So the amendment was rejected. 
l\Ir. MAPES. Mr. Chairman, I offer the following amend

ment, which I send to the desk. 
The Clerk read as follows : 
Amendment offered by Mr. MAPES: Page 8, line 7, after the word 

"certificate" insert the words "application for which is referred to n 
joint board." 

Mr. l\!APES. Mr. Chairman, that amendment was prompted 
by the question that the gentleman from California [Mr. LEA] 
submitted a few moments ago. It has been prepared by the 
legislative counsel, and if adopted will do away with the neces
sity of sending to the joint boards the questions of surety bonds 

/ 
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and policies of insurance, and so forth, of operators who apply 
for a ·certificate of convenience and necessity under the grand
father provision of the bill. It is supposed that certificates in 
those cases will be issued largely as a matter of course. They 
will be acted upon after answers are made to questionnaires 
submitted by the commission. 

Mr. STAFFORD. Mr. Chairman, will the gentleman yield? 
Mr. MAPES. Yes. 
Mr. STAFFORD. Will the gentleman please explain the 

mechanism of his proposal under his amendment? 
Mr. MAPES. If the gentleman will refer to page 7, line 21, 

he will see that certain matters relating to que tionnaires sub
mitted to operators already in operation under the grandfather 
clause do not have to be referred by the commission to these 
joint boards. It would seem unnecessary to require the refer
ence of matters relating to suTety bonds, insurance policies, and 
so on, arising under this grandfather provision, any more than 
the other questions. 

Mr. STAFFORD. The gentleman is quite sure that the lan
guage of his amendment takes care of that proposition? 

Mr. MAPES. I am reasonably sure. As I said, the language 
was prepared by the legislative counsel. 

The CHAffiMAN. The question is on agreeing to the amend
ment offered by the gentleman from Michigan. 

The amendment was agreed to. 
. Mr. MOORE of Virginia. Mr. Chairman, I offer the follow
ing amendment which I send to the desk. 

The Clerk read as follows: 
Amendment offered by 1\Ir. MOORE of Virginia: Page 5, lines 11, 12, 

14, 18, and page 6: line 9, strike out the words " or examiner.'' 

Mr. MOORE of Virginia. Mr. Chairman, under the act to 
regulate commerce applicable to carriers by rail, it is pro
vided that there shall be 11 commissioners, that those commis
sioners may be divided into groups of not less than 3, and to 
the commission as a whole or to those various groups may be 
assio-ned the duty of rendering decisions in the cases which 
theye> undertake. There is not one solitary word in the act to 
reo-ulate commerce about examiners. Of cour. e, we all know 
ve~y well that examiners are used, but they a1·e simply agents 
or arms or helpers of the Interstate Commerce Commission, and 
the decisions are left to the commission en bloc or to not less 
than three members of the commission. We have in this bill 
an extraordinary provision that makes one commissioner-and 
1 am not raising any objection to that--or an examiner the 
primary judge in a ca e. The examiner is not appointed by 
the President· he is not confirmed by the Senate. He gets into 
the commi. si~n through the processes of the civil service law. 

Very often he is a most excellent man. Sometimes he may 
perhaps be as competent as a commissioner himself. But very 
frequently he is an inexperienced man who has not been often 
called on to investigate the cases that are resented to the 
commission. Now wherefore, then, can there be any excuse for 
giving him the status of a judge? The bill provides that he 
shall have that status, and when he makes his decision his 
judgment is final, unless a protest shall be made within the 
short period of 10 days. After that, in the ab ence of such a 
protest, all that is possible with respect to that judgment in 
order. to modify or get rid of it is to file a review proceeding 
before the commission, which if entertained may not be disposed 
of for months or perhaps for years. 

I know perfectly well that if my amendment is adopted a 
great deal of the wo1·k will be done by the examiners ; but, in 
my humble opinion, it is inexcusable to attempt in this pr~posed 
act to draw the line which is drawn between the regulation of 
the railroads, where an examiner is vested with no such author
ity as this bill gives him, and to give the extent of authority 
that is proposed to be confided to him by the section under dis
cussion. The only answer that can be made-and I see my 
valued friend from New York [Mr. PARKER], the chairman of 
the committee, suggesting to another member of the committee 
[Mr. DENISON] that I should be answered-the only answer is 
that you are arbitrarily doing something that has no precedent. 
It would be just as absurd to provide by Federal statute that 
not the judge alone, but the master in chancery, shall decide a 
case. I do not see how it can be justified. 

I am anxious to have a proper measure of Federal regula
tion. I am willing to go along with the committee to provide 
that. But I am unwilling to take the step that is suggested 
here by doing a thing that has not been thought of heretofore; 
to say solemnly in an act of Congress that not the men who 
are the judges, who have been chosen by the President and 
confirmed by the Senate, shall act as judges, but that in addi
tion, certain other men who are in a wholly different category, 
shall have exactly the same power. 

The CHAIRMAN. The time of the gentleman from Virginia 
has expired. 

Mr. RAYBURN. Mr. Chairman, I ask unanimous consent 
that the gentleman may proceed for one minute more. 

The CHAIRMAN. Is there objection to the request of the. 
gentleman from Texas? 

There was no objection. 
Mr. RAYBURN. The gentleman has just voted for an 

amendment giving the State boards the same authority. They 
are not appointed by the President or confirmed by the Senate. 

Mr. MOORE of Virginia. No. But those State boards are 
simply cooperative bodies; they are advisory bodies. The bill 
authorizes the Interstate Commerce Commission to create the 
joint boards, and it deals with the findings of the joint boards 
just as it deems proper. I think my friend must recognize that 
there is no analogy. I am willing to do what I can, as I said a 
moment ago, to further the general purpose of the committee 
in charge of this bill, but I must hesitate to vote for a bill con
taining such a provision as that which my amendment seeks 
to eliminate. [Applause.] 

Mr. DENISON. Mr. Chairman, of course, I can not answer 
the gentleman from Virginia [Mr. MooRID], but I can explain 
the reason why we have · put this provision in the bill. 

We are now imposing duties--heavy duties--on the Interstate 
Commerce Commission. Congress has from time to time passed 
legislation supplementary to or amendatory of the interstate 
commerce act, and all such work incidental to the administra
tion of those acts ·has been piled upon the InteJ."State Commerce 
Commission. We authorized in the transportation act the 
creation of a number o:f divisions and the commission has 
assigned the duties under the various statutes to these various 
divisions. Every" one knows that the Interstate Commerce Com
mission is very much overworked. The committee has given 
this matter very careful con ideration, and we have decided 
that we would try out this plan to authorize the commission 
to refer matters arising under this act to one member of the 
commission or to an examiner and let him make the investiga
tion and conduct the hearings--he has that power under the 
act-and let him make a recommendation in the form of an 
order. Now, the examiner or member appointed ·for that pur
pose occupies the same status under the bill as the joint boards. 
When an order is made the commission may vacate or suspend 
it if it chooses, and, upon complaint from anyone, of course, 
there will be allowed a review · or a rehearing or such other 
action as the commission may desire to take ; if a matter is 
decided by the commissioner or a member or a joint board, if 
it involves an important question, if it is controversial, and any 
party is not satisfied with the decision of the commission or 
the examiner or board, the decision will be reviewed. 

Now, as I say, we have undertaken to try out this plan in 
this act. If it is found to work satisfactorily, I have no doubt 
that Congress will extend its application to other acts, the 
administration of which we have reposed in the Interstate 
Commerce Commission. 

Mr. LEA of California. Mr. Chairman, will the gentleman 
yield there? 

Mr. DENISON. Yes. 
Mr. LEA of California. Is it not a fact, so far as men of 

experience are concerned, that this examiner will be in the 
same position as a member of the commission who may be 
inexperienced when he takes his job, but who in the course of 
time may become an expert? · 

Mr. DENISON. Yes. I think with the enactment of this 
law the commission will appoint examiners of high character. 
These examiners will occupy very much the same position and 
exercise pretty much the same functions as masters in chancery 
in courts of equity. Masters in chancery are appointed by the 
courts to take evidence and make a finding and recommendation 
to the courts. 

We are following somewhat the same plan in the enactment 
of this law. 

1\Ir. HASTINGS. Can the gentleman state how many exam-
iners there are in the Interstate Commerce Commission? 

Mr. MOORE of Virginia. There are dozens. 
Mr. DENISON. I think there are more than that. 
Mr. l\IOORE of Virginia. Possibly in years gone by I have 

had more contact with the Interstate Commerce Commis ion 
than anyone here. I have formed a high opinion of many ex
aminers with whom I have had business, but I know that 
almost constantly new men are appointed to that position, and 
I am not willing, in dealing with this important matter, to con
jecture that the commission is always going to select the most 
mature and experienced and capable men. 

Mr. DENISON. Very often new men are appointed as mem
bers of the commission. So that argument of the gentleman 
from Virginia i§ not very sound, it seems to me. 
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I might say in conclusion, Mr. Chairman, and I want to say 

to my friend from Virginia [Mr. 1\IooRE], ·that if he should talk 
with the members of the commission; he would find that they 
approve of this plan. , 

Mr. MOORE of Virginia. I have examined with some care 
the elaborate report made by the commission in 1928 after 
investigating this whole subject, which concludes with a great 
n]mber of recommendations and suggestions. There is not one 
solitary word in it with reference to this proposal about 
examiners. 

Mr. DENISON. Since then members of the commission have 
indicated that this plan .meets with their approval. I think 
we can well afford to try out this plan in the administration of 
this act. It may furnish us a valuable experience to guide- us 
in future legislation. 

Mr . .PARKER. Mr. Chairman, I move that all debat~ on this 
amendment close in five minutes. 

The motion was agreed to. 
The CHAIRMAN. The gentleman from South Ca,rolina [Mr. 

McSwAIN] is recognized for five minutes. 
Mr. l\IcSW AIN. Mr. Chairman and Members of the House, 

it is not a question of who does the work. It- is not, as the 
gentleman from Illinois says, that an examiner is in the cate
gory of State commissioners or State representatives who are 
called in to constitute the joint board. The members of the 
State commission have official responsibility, both political and 
official responsibility, whereas an examiner is a mere clerical 
functionary with no official responsibility. 

Mr. HOCH. Will the gentleman yield? 
Mr. McSWAIN. I yield. 
Mr. HOCH. The bill does not confine it to members of State 

commissions ; but they may designate anyone, even though they 
are not official at all, to represent the people. 

Mr. McSWAIN. Exactly; but he is representing his State, 
and in that respect he does have official responsibility. 

I will concede that as a matter of fact, I even suspect 90 
per cent of the work will be done by the examiners, and even 
if the amendment of the gentleman from Virginia prevails, 
and if we strike out the power of the examiners . to finally pass 
an administrative order, the commissioner will sign many 
orders of whose contents he will have no personal knowledge. 
HoweYer, that is true of the President of the United States. 
We have imposed upon the President 10,000 duties for which 
he has official. responsibility. He appoints all of the hundreds 
of thousands of civil-service employees. He appoints the officers 
of the Army and the Navy. He appoints the postmasters. But, 
wllile he does not know who is named in the commission, he 
has official responsibility, and we can call somebody to account. 

Now, here, we propose to have a mere examiner, under civil
service status, act in the solemn official position of a judge 
among the people of the country and the people of the States. 
I submit that is going too far. 

Mr. BURTNESS. Will the gentleman yield? 
Mr. McSWAIN. I yield. 
Mr. BURTNESS. Does the gentleman concede that if the 

proposed amendment is adopted it wpuld prevent an examiner 
from going out and holding hearings? · 

?tfr. McSWAIN. Not at all. It would not. 
Mr. BURTNESS. Then the gentleman should consider it 

carefully in that respect, because the language now provides 
that this matter, by order of the commission, may be referred 
for hearing to any member or examiner of the commission. 

. Now, if the words "or examiner" are stricken out and the 
words " may be referred for hearing to any member of th-e com
mission " are left, it will absolutely foreclose the commission 
authorizing an examiner to even go out and hold hearings. 

Mr. MoSW AIN. No, indeed. Whatever an examiner may do 
under the language as it will remain, if the amendment be 
adopted, will be in the status of an examiner under the existing 
transportation act with reference to railroads. In other words, 
be will be acting in the name of and by the authority of and 
under the power of the commission itself. 

Mr. BURTNESS. Where does the gentleman find language to 
that effect? 

Mr. l\fcSW AIN. Oh, that is the common law. 
Mr. BURTNESS. The Interstate Commerce Commission law? 
Mr. McSWAIN. Yes ; the same as when my secretary signs 

my name a dozen or more different times each day. 
Mr. Chairman, I think we should go slowly in this matter of 

transferring at one fell swoop all matters relating to the carry
ing of passengers over State lines to the Federal Government 
and to the Interstate Commerce Commission. It is a very differ
ent situation from the railroads. The railroads acquired their 
rights of way and built thei~ own tracks, and the general public 

has no rights upon their tracks. But the highways have existed, 
some of them for hundreds of years, and are the property of 
all the people. These highways have been improved largely at 
the expense of the States and local subdivisions of the States. 
I believe that 90 per cent of the money that has been spent in 
building hard-surface roads and in building substantial wide 
bridges has been furnished by the States or the counties or the 
highway districts. 

Now, if we transferred all jurisdiction regulating the carry
ing of interstate passengers by motor vehicles to the Federal 
Government, we will be bringing about a very radical and far
reaching change, and one for which the people are not yet pre
pared. For that reason I bave favored such amendments as 
have been offered by the gentleman from Oklahoma [Mr. 
HASTINGS] to give the control of these matters to representa
tives of the States involved, acting as Federal agents, and to 
make their decision and judgment final and not reviewable by 
the Interstate Commerce Commission. It is a very common
sense argument in support of this proposition. 

If we adopt this legislation, and if some of the imaginary 
and theoretical objections which have been urged against it 
become true and are realized, and if the public demands that 
we remove these obstacles and objections, we can very easily 
amend the law. But if, on the other hand, we, by one act, 
transfer all jurisdiction to the Interstate Commerce Commis
sion, we will never be able to recall it. Of course, theoretically, 
we have the power to repeal that law and restore it to the 
States, but, as a :matter of fact, we know the all-absorbing,' 
centripetal power of these Federal bureaus and commissions. 
We know that their history is a constant increase, expansion, 
and enlargement of power. In no instance has there ever been 
a shrinking, lessening, or reduction of power. -
· I propose to offer amendments to prevent the removal from 
State ·courts to the Federal courts of any suit brought in a 
State court against one of these interstate carriers doing busi
ness in or through a State. I predict-and the history of the 
railroads, express companies, telegraph companies, and tele
phone companies a,re my unimpeached witnesses to prove that 
my prediction will come true--that these persons, firms. and 
corporations now operating interstate busses will all be incor
porated and operate under some charter issued by a foreign 
State, such as Delaware or Rhode Island. Recently, while in 
the capitol of Delaware, I noticed a large force of clerks work
ing late at night in the office of the secretary of state. 

Being amazed by this unusual sight, and being accustomed to 
seeing Government clerks in Washington grab their hats and 
pocketbooks at 4.29 p. m., I was prompted to ask what this 
unusual sight could mean. I thought maybe the clerks were 
making up for some time they h~d lost on account of fire or 
storm. But I was informed that at this season of the year it 
occurs every night. Clerks are paid overtime to stay and get 
out charters for corporations being incorporated under the ac
commodating laws of Delaware, to do business in other States. 
I was informed that they are grinding out scores of charters 
every day, and maybe hundreds. 

That is sure to happen with the bus business. When the bus 
franchises become very valuable under the provisions of this 
law, _and when they shall be required to take out indemnity 
insurance so as to protect their passengers and the public, 
then the question of civil liability for such damages will become 
very acute. To meet this situation these carriers of passengers 
by niotor vehicle will incorporate their concerns under the con
venient laws of a distant State. Then when a passenger is in
jured or when the vehicle injures a pedestrian on the highway, 
or collides with another motor vehicle, damaging its passengers; 
or kills the farmer's livestock, or runs over the farmer:'s child 
as the child is passing from the house to the barnyard on the 
other side of the highway, and when the injured person files 
suit in the State court, which has been the forum of the people 
for hundreds of years, the bus corporation will appeal in the 
State court with a ·petition and bond for the removal of that 
court into the Fede111:1 court. Under the existing law such 
removal will be mandatory, and when the case is removed to the 
Federal court, the Federal judge will not send it back to the 
State court. 

When the case comes to b·ial in the distant Federal court, the 
complaining party will find himself confronted with strange 
rules of procedure, strange rules of evidence, a strange judge, 
strangers on the jury, and strange principles of law, governing 
the responsibility of carrier to passengers and of busses using 
a State road as an interstate highway. Based upon a rather 
varied experience and long observation, I am prepared to predict 
that the shrewd and powerful bus corporations, being able to 
employ the most expert legal talent and having abundant ex
pense money, to ·conduct all the auxiliary and incidental activi
ties of a tria,l, will win out in most of the cases, and injlll,'ed 
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persons will -be baffied; discouraged, and finally induced either 
to drop their cases or settle them for insignificant sums. 

As the bus corporations become more powerful and feel them
selves nrotected by Uncle Sam's all-powerful courts, they will 
become more arrogant in their conduct upon the highways. 
Already many of these busses are so large that they take up 
more than half of the paved surface, and avoid getting very 
near to the right edge of the pavement. Other vehicles coming 
in the opposite direction are endangered but must stop, or slow 
up, and perhaps turn out to accommodate the bus. The reason 
is that the bus is heavy and can not be overturned by impact 
with a light passenger car, and does not mind having a little 
paint knocked off. The individual automobilist, traveling in his 
light family car, and having a pride in preserving the paint, de
sists from a collision with the bus, even when the bus is mani
festly encroaching far beyond its own side of the road. 

When the rich corporations and railroad companies shall own 
and operate these interstate busses, then they will be heavier and 
larger and perhaps wider, and the citizens of the very communi
ties and counties that have built the roads, first by their own 
hands and labor and later have hard surfaced them with tax 
money drawn from their own pockets, will be partially driven 
from the use of the road, and will certainly have their free use 
of the highways hampered. 

I greatly fear that the provisions of the bill, even after being 
amended by the Mapes amendment, will prove very unsatis
factory to our people. I think it is a manifestation of con-

, centration and federalization gone mad. I think that we should 
go more slowly. It is true that some control oased upon con
gressional action is necessary to protect the public using or 
coming in contact with these interstate bus lines. Under the 
decision of the Supreme Court of the United States these inter
state bus lines are now absolutely without any regulation what
soever. Therefore, it is desirable that Congress should exercise 
its constitutional power to regulate these interstate bus lines, 
but it should exercise that power by creating joint boards ·repre
senting the States at interest and we should proceed step by 
-step and perhaps year after year in the conservative and reason
able improvement and amendment of this small beginning. The 
bill before the House is all comprehensive in its scope. 

By one mighty stroke it strikes down all State control and 
State authority and transfers from every nook and corner of 
the Nation the power to regulate these interstate bus lines to 
the Federal Interstate Commerce Commission. This is a far
reaching aGt. Under the numerous and explicit decisions of 
the Supreme Court of the United States construing the consti
tutional power of Congress to regulate interstate commerce, 
that regulation can apply not only to the vehicle employed to 
carry on interstate commerce but cap. apply to the highway upon 
which that commerce passes and to every agent, instrumentality, 
and action connected with the general business of interstate 
commerce. Therefore the next step we may expect will be an 
amendment to this law giving the Interstate Commerce Commis
sion the power to make rules governing the use of the road. 
We. may expect under this power the Interstate Commerce Com
inission to prescribe how private passenger cars carrying the 
owner and his family for an airing Sunday afternoon may use a 
highway that the great-grandfather of this citizen helped lay out 
and to open up and keep in repair with his own labor 150 years 
ago. In like manner the grandfather and the father and this 
citizen have been contributing labor, material, and money from 
their own resources to keep this highway in condition to travel. 

They have contributed 90 per cent of the money to put the 
hard surface on this road. Now comes the Interstate Com
merce Commission, situated 3,000 miles from the neighborhood 
through which the road passes, and tells this citizen of the 
State of California or of the State of Washington how he shall 
be permitted to use the road. This citizen understands that 
he must use the road in the manner prescribed by the statutory 
and common law of his State, but he will resent being dictated 
to by a commission at Washington telling him how he shall use 
his own road. Every bus driver will be subject to Federal regu
lations and not to State regulations. Every local agent of an 
inter tate bus carrier will be a Federal agent and not a State 
agent. The kind of brakes to be used, the kinds of fenders 
to be u ed, the rate of speed, and the thousands of other details 
will be regulated from Washington and not between States. 
The highways will swarm with .uniform :Federal inspectors and 
Federal patrolmen, a suming arrogant and arbitrary attitudes 
and moods. The State inspectors and State rural police will 
be shunted to the background. All the use of the road will 
he subordinated to the superior law of the Interstate Commerce 
Commission. 
. Furthermore than that, in a very few years there will not 

be a single bus line in any of the States that will be subject 
to the absolute authority of the States and of the State regu-

llitory bodies. It is true tb.at the bill as it will stand amended 
will by so many words preserve to the States the regulation of 
purely intrastate carriers; but in a few years there will be no j' 

purely intrastate carriers. These merely local and intrastate 
carriers will seek the protection and the benefits of this Federal ' 
act. . In order to do this they will be taken over as subsidiaries 
and affiliated corporations of the big interstate lines. They 
themselves, these local, intrastate lines, will take out a charter 
under the law of a distant State. They will affect a fictitious 
and pretensive connection with the main interstate lines. Then 
they will appeal to the Supreme Court of the United States 
under its decisions to hold and regulate them as parts of the 
entire nation-wide system of interstate commerce. Under its 
decisions the Supreme Court will find it an easy step to have 
the Federal system of carriers by bus gobble up and swallow, 
boot and baggage, the entire motor-bus business. 

Then, where will the intrastate bus line be? Then, where 
will the power of the States be? Then, what will be the answer 
of those who now insist that this bill in all of its comprehensive 
and sweeping terms should be enacted into law? I hope that 
I may prove to be a false prophet, because it seems that this 
Congress is determined to surrender the last vestige of State 
power. I should prefer to prove to be a false prophet than to 
witness the miserable and servile conditions that my prediction 
enumerates. But my prediction is based on my judgment, and 
my hope has no foundations save love for the principle of local 
self-government and of the right of the people to regulate their 
own domestic affairs. Therefore, Mr. _speaker, I must insist 
on the amendments that I offer, and must warn my friends that 
they are going too far with this bill. I sincerely hope that the 
Senate will limit the sweeping and dangerously broad pro
visions of this bill. 

The CHAIRMAN. The time of the gentleman from South 
Carolina has expired. 

The question is on the amendment offered by the gentleman 
from Virginia [Mr. MooRE]. 

The question was taken; and on a division (demanded by Mr. 
MooRE of Virginia) there were-ayes 22, noes 79. 

So the ~endment was rejected. 
Mr. DENISON. Mr. Chairman, I offer an amendment, which 

I send to the Clerk's desk. 
The CHAIRMAN. The gentleman from Illinois [Mr. DENI· 

soN] offers an amendment, which the Clerk will report. 
The Clerk read as follows : 
Amendment offered by Mr. DlliNISON : Page 8, lines 1, 2, and 3, after 

the word " control," strike out " complaints as to violations by common 
carriers by motor vehicle of the requirements established under section 
2 (a) (1} ." 

Mr. DENISON. Mr. Chairman, I offer this amendment for 
the purpose of giving the House an opportunity to vote upon the 
question of whether it should be compulsory in all .cases to refer 
all of these minor complaints as to service to joint boards. 
That is a matter that was discussed at length by Mr. HocH, and 
I do not care to repeat what he said. But in the administra
tion of this act there are certain major questions, such as 
whether a certiftcate of convenience and necessity should be 
issued to the carrier who applies for it, or whether a certiftcate 
once issued should; under circumstances arising, be canceled, or 
some change made in the certificate; also questions of rat~s, 
fares, and charges, and other questions enumerated in section 8, 
that have to be referred to the joint board; questions of con
solidations, mergers, and acquisitions of control. Those are all 
major questions, as I would designate them, that perhaps should 
be referred to the joint boards, if we are going to have them. 
But there are a great many minor or unimportant questions--

Mr. MOORE of Virginia. Will the gentleman yield? 
Mr. DENISON. I yield. 
Mr. MOORE of Virginia. I did not understand the language 

of the amendment offered by the gentleman, and I ask him to 
enumerate the matters which the board is not allowed to 
refer to. 

Mr. DENISON. I was about to do that. The amendment 
simply has the effect of not requiring the commi~sion to refer 
to the joint boards one of the classes of things which are 
enumerated in section 8, namely, complaints about violations by 
common carriers by motor vehicle of the requirements estab
lished under section 2 (a) (1). If you will turn to that section, 
it reads: 

(a) It shall be the duty of the commission-
(1) To supervise and regulate common carriers by motor vehicle 

as provided in this act, and to that end the commission may estab
lish reasonable requirements with respect to continuous and adequate 
service at just and reasonable rates, a uniform system of accounts 
and reports_ qualifications and maximum hom·s of service of em-
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ployees, safety of operation and equipment, comfort of passengers, 
and pick-up and delivery points whether on regular routes or within 
defined localities or districts. 

· When any one of those questions arise in the case of a 
motor operator wh~ operates between two or three States, the 
commission has no discretion. It- can not settle the contro
versy itself. It can not decide it. If it should attempt to do 
so it would be acting ultra vires. It must create a board to 
settle it. [Applause.] 

Mr. HOCH. Will the gentleman yield? 
Mr. DENISON. I yield. 
Mr. HOCH. Would it leave it optional with the commiss}.on 

to refer these matters to which the gentleman has referred in 
any case? Suppose, for instance, only two States were in
volved, would it still be possible for them to refer it in that 
case, or does the amendment make it impossible in any case to 
refer it? 

Mr. DENISON. I think these m,inor matters might be dis
posed of by the commission instead of creating a joint board. 

.M:r. HASTINGS. Certainly you make it impossible, because 
you eliminate subsection (d). 

Mr. HOCH. As I understand it, it says "the commission 
shall refer the following matter," and the gentleman's amend
ment is to strike out one of those matters. The question I 
raise is would it still be optional to_ refer such matters to the 
joint board? 

Mr. DENISON. They could do it, but they do not have to. 
Mr. MAPES. As I understand it, the amendment offered by 

the gentleman would take away from the jurisdiction of the 
joint boards all matters referred to on page 4, section 2, para
graph 1. 

Mr. DENISON. Yes; it would take away compulsory juris
diction. 

Mr. MAPES. It would, in effect, take away frqm the joint 
boards all matters arising out of the operation of the busses. 

Mr. DENISON. No; the gentleman misreads it. Section 
2 (a) provides that: 

not quite clear ~s to whether the gentleman is J:Ight without 
being able to refer us to other provisions of the bill. 

Mr. DENISON. That was my thought. Mr. -Chairman, :r;nay 
I ask the chairman of the committee if we must settle this 
matter to-night? 

-Mr. PARKER. Yes; I want to finish thig section to-night. 
Mr. DENISON. I am anxious to perfect this bill, but, since 

we have enlarged the joint board requirement, I do not think 
we should require these minor matters to be referred to the 
joint boards. 

The CHAIRMAN. The time of the gentleman from Illinois 
has again expired. _ 

Mr. STAFFORD. Mr. Chairman, I rise in opposition to the 
amendment. This amendment goes to the very vitals of ths 
Mapes amendment. . I am not surprised that the author of this 
amendment has proposed it, as he is an opponent of the policy 
to delegate authority to joint boards; but the gentleman from 
Michigan [Mr. MAPES] and the gentleman from North Dakota 
[Mr. BURTNESS], who favor extending joint boards to questions 
arising between three States, are not in favor of this amend
ment. 

What does it do? It takes away from the joint boards thos6 
matters which are better controlled and supervised by the joint 
State boards. 

Do you mean to tell me that an examiner, a bureaucrat, as I 
designated him the other day, in Washington is better able to 
determine the character of the service in the West, the far 
West, the Northeast, or any other district of the country, than · 
the representatives of the utility commissions acting in concert 
on a joint board? Are we in Wisconsin and Minnesota to have 
an examiner determine our rates or the reasonable character of 
the rates based upon the amount of traffic? Are we to leave it 
to an examiner to say what the character of the service shall be 
and how frequent it should be? 

The purpose of this committee in adopting the Mapes amend
ment the other day so overwhelmingly was to leave it to these 
joint boards, composed of one man from each of the utility 
commissions of the respective States concerned, and yet you 

It shall be the duty of the commission (1) to supervise and regulate are now proposing to tear out the very vitals of local regulation. 
common carriers by motor vehicle as provided in this act, and to that The amendment should be defeated, so that we may continue 
end the commission may establish reasonable requirements with respect with a policy in harmony with the Mapes amendment. [Ap.. 
to continuous and adequate service at just and reasonable rates- plause.] 

And so forth. Now, I am striking out the requirement that Mr. DENISON. Mr. Chairman, I desire to ask the chairman 
it must refer to the joint boards complaints as to those things, of the committee if he will permit me, after further consideration 
and the only change is in the compulsory part of the bill. In of the matter, to go back to this section to-morrow and offer a 
other words, if my amendment is adopted, as I understand, the modified amendment? It may be that my amendment accom· 
commission is not required to refer v.ll those complaints to the pUshes more than I intended it to accomplish. After having a 
joint boards. conference with the legislative counsel, I would like to have the 

The CHAIRMAN. The time of the gentleman from Illinois privilege of perhaps going back to it and offering an amendment 
has expired. ' in a modified form. In the meantime, I will withdraw the 

Mr. DENISON. Mr. Chairman, I ask unanimous consent to amendment by unanimous consent, if I can get it. 
proceed for two additional minutes. The CHAIRMAN. The gentleman from Illinois asks unani-

The CHAIRIYIAN. The gentleman from Illinois asks unani- mous consent that the amendment, which he has offered and 
mous consent to proceed for two additional minutes. Is there which is now pending may be withdrawn. Is there objection? 
objection? There was no objection. 

There was no objection. Mr. PARKER. 1\-fr. Chairman, I move that the committee do 
Mr. DENISON. Suppose there is a motor carrier operating now rise. 

between three States and some passenger makes a complaint The motion was agreed to. 
about the comfort of a car? Are we going to pass legislation Accordingly the committee rose; and the Speaker having re· 
which will prevent the commission from deciding that com- sumed the chair, Mr. MICHENER, Chairman of_ the Committee of 
plaint itself and correcting· it 'l Are we going to pass legisla- the Whole House on the state of the Union, reported that that 
tion 'that ·wm require the commission to create a joint board committee, having had under consideration the bill (H. R. 10288) 
to consider the question of the comfort of a coach? to regulate the transportation of persons in interstate and for-

Mr. BURTNESS. Will :the gentleman yield? eign commerce by motor carriers operating on the public high-
Mr. DENISON. Yes. j ways, had come to no resolution thereon. 
Mr. BURTNESS. I am thoroughly in Sympathy with the INLAND WATERWAYS AND THE 9-FOOT CHANNEL ON THE UPPER 

gentleman's gcmeral proposition. I think there are a number MISSISSIPPI 
of tJ;tose min~r things which should b~ eliminated from ~onsirl- Mr. SNELL. Mr. Speaker, I ask unanimous consent that the 
erab~n by jomt boards, but I a~ senously concerned w~th the gentleman from Mjnnesota [Mr. NoLAN] may be permitted to 
question as to wheth~r or not sect10n 2 (a_) (1) does not mclude address the House for two minutes. 
much more than m.mor matters .. For mstance,. the one t:te The SPEAKER. The gentleman from New York asks unani
gentleman ref~rred to first relative to. t!J.e 1~qmrement With mous consent that the gentleman from Minnesota [Mr. NoLAN] 
respect to contmu?us and ad~quate .service at. JUst an~ rea~on- may address the House for two minutes. Is there objection 1 
able rates. That IS pot a mmor thm~; that IS a maJor thl!lg· There was no objection. 
The next ~o or three are rather mmor. Then we come to Mr. NOLAN. A great constructive program is before this 
the last one· Government in the development of our inland waterways systems 

And pick up at delivery points whether on regular routes or within along modern lines so that they may be effective and economi-
defined localities or districts. cal commercial highways. 

The gentleman, I think, will recall the discussion in the com- Part of the program is completed, the next most important 
mittee to the effect that that w~s one of the features which step is the immediate authorization of a 9-foot channel on the 
belonged particularly to the joint boards and was one of the upper Mississippi. 
questions which ·they should pa1·ticularly consider. I would be The development of our inland waterways has been the sub
inclined to vote with the gentleman if he is absolutely certain ject of much discussion in and out of Congress. Out of these 
that his amendment would still leave it disc-retionary with the discussions has come the mass of facts and figures which has 
commission to refer such matters to the joint boards, but I am molded public opinion for the immediate development of a com-
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prehensive and unified system of internal waterwa:ys. rresi
dent Hoover sensed this aroused public interest when he said 
in his Louisville speech : 

The American people, I believe, are convinced. What they desire iS 
action, not argument. 

1 Nor is a definite and comprehensive plan lacking: Grounded 
:upon engineering knowledge, the Mississippi Valley Association, 
representing the great Mississippi Valley, joins with President 
noover in the accomplishment of a program which calls for 
the creation of navigable channels of at least 9-foot depth and 
of suitable widths in the Missouri, the upper Mississippi, tp.e 
Jllinois the Tennessee and Cumberland, the Coosa, Alabama, 
the Ch~ttahoochee, and probably the Arkansas and Red Rivers, 
wherever there is sufficient water to support 9-foot navigation; 
and the development of the intracoastal canal from Corpus 
Christi to the Appalachicola and the trans-Florida canal to a 

1 connection with the Atlantic coast deep waterways system. 
1 With the lowe1· Mississippi and the Ohio already in use, this 
comprises a system of standard connected waterways 7,000 
miles long, commercially navigable throughout its length. 

To carry forward an these great works is not a dream <>f the 
Visionaries-

Says President Hoover-
1 it is the march of the Nation. 

What does the completion of such a program mean to our 
Nation, and why is it a matter of national concern? At the 

· outset it should be stated that our. navigable streams are 
national highways, open to the public as free arteries of com

, merce. No one but the National Government may improve them 
' and no one, not even the Nation itself, may ever charge a toll 
for their use. They require, throughout the greater part of 
their length improvement in order to make them commercially 

. navigable. 'They are generally subject to marked fluctuation in 
depth, which requires regulation. In some instances the water 
supply must be conserved. In. others the problem is one . of 
guarding against the destructive effect of floods. Effective 

; work of regulation costs money which the Nation must speJ?-d. 
· A system of internal waterways, such as above outlmed, 

- when completed will traverse 22 States and, in connection with 
and as a part of the internal transportation system of our 
country including railroads and highways, will move commerce 
between all parts of the United States and traffic with the 
world at large . 
. We assert that the development of our inland waterways 
system is of national benefit as a belated part of a program 
begun with the construction of the Panama Canal, calculated 
to greatly cheapen the cost of transportation between the 
States and with foreign nations. The completion of the Panama 
Canal at a cost of $350,000,000 brought the cities of both the 
Atlantic and Pacific coasts and their adjacent territory into 
contact with one another at costs never before accomplished by 
other means. This partially completed program has not given 
to the central part of the country the same benefit of cheap 
transportation but on the contrary has operated to its dis
advantage in competition with the more favorably .located 
sections. The farther we are removed from the sea coast, the 
greater our handicap in this respect. This landlocked section 
must have cheap wate~ transportation and through this access 
to the markets of the world if its agriculture and industry is 
to have a fair chance to develop and prosper equally with simi
lar activities in this and other nations. Now, by the completion 
of this inland waterways system we bring the cities of the 
Ohio, Mississippi, Illinois, and Missouri Valleys again in close 
contact by water with New York, San Francisco, Seattle, and 
the markets of the world. What was commenced by President 
Roosev.elt remains for President Hoover and this Congress to 
complete. · 

Thus we bring the entire Nation and all of its States in close 
communion with each other to the mutual benefit of all. The 
money spent in the development of the Panama Canal was con
tributed by all of the States and the interior has never wavered 
in its adherence to this program of cheapened transportation 
thus begun. What it now asks is the early completion of this 
entire system supplementing the Panama Canal with a completed 
system of modernized inland waterways so that the Nation as 
a whole will be benefited. 

The annual national budget is about $4,000,000,000. Approxi
mately 75 per cent is allotted to what is now termed "prepared
ness"; that is, the Army, Navy, Veterans' BuTeau, and pensions. 
I do not question the wisdom of these expenditures. An ade
quate Army and Navy is essential, and the debt we owe to the 
men who served their country in time of need is a sacred obliga
tion. Necessary as these expenditures are, they do not repre-

sent what might be called a permanent investment. Future 
budgets must meet these fixed expenditures and probably in
creased amounts for this purpose. 

Unlike our expenditures for preparedness, the Nation's invest
;rnents in the improvement of our waterways are a permanent 
asset.· It is a capital investment. Witness the Panama Canal 
with its tonnages increasing to such an extent that we are told 
that before the new canal can be built across Nicaragua the 
waterway at Panama will have reached or exceeded its carrying 
capacity. Likewise, a system of rivers and lakes once perma
nently improved is available for transportation for an indefinite 
period. Time has not yet run sufficiently to measure the durable 
value of such improvements in the United States. We know 
that many of the rivers and can-als of Europe have been in 
beneficial use for over a century. 

The financial position of the country would seem to justify 
this program now. As I have stated, the average annual budget 
is roundly $4,000,000,000. Assuming a maximum cost of five 
hundred million for the completed program, this would require 
for the next five years an annual budget expenditure of not 
to exceed 2% per cent. Then the country would own 7,000 miles 
of the most modern liver highways in existence, and they would 
be there adding to the public wealth and co-nvenience for a hun
dred years or more. 

We submit that the prosperity of the Mississippi Valley, the 
greatest producing area in the world, is a matter of national 
concern. It is the broadening of the outlets of this region, so 
hampered by distances, that we have in mind. Most cursory 
examination of the location of world areas given over to the 
production of surplus food products amply demonstrates an 
urge for such outlets. The average distances from tidewater 
of the great wheat lands of Argentina is less than 200 miles. 
This is true of India ; of southern Russia ; the distance is even 
less in Australia; and Russia at least is served throughout this 
area by the 'Cheapest form of water transportation. The aver
age distance of the great surplus-producing area of the Mis
sis~ippl Valley by rail either to the Atlantic or the Gulf coasts 
of the United States is at least 1,000 miles. 

One of the important factors in our present farm problem is 
the excessive transportation costs in reaching the seacoast with 
farm products. Whatever present measures of farm relief may 
accomplish, unless they are augmented by some cheapening of 
the transportation costs of farm · products to tidewater, they 
can never accomplish that relief which this Congress as well 
as previous ones has been striving to provide. 

These convictions which we express are foreibly corroborated 
by the recent findings of the special board of United States 
Engineers, recently appointed to survey the upper Mississippi 
River. In their re~rt just submitted to this session of Con
gress, in HousE! Document No. 290, this board declared: 

The situation in the upper Mississippi Valley is peculiar. This 
great inland domain, as large as the European nations of Germany, 
France, Italy, and Great Britain combined, is distinctly agricultural. 

The postwar increase in rail rates has forced this area, which an
nually produces over a billion bushels of grain and exports nearly 
100,000,000 bushels, to do its marketing almost entirely through one 
market. 

The construction of ·the Panama Canal reduced the cost of transporta
tion from coast to coast. The intercoast water rate now is less than 
the rate by rail from the central United States to any seaport. This 
virtual increase of the distance from the farm to seaports is further 
aggravated by the recent rapid increase in rail rates. Should the 
Mississippi be developed to the proportions of a trunk stream through
out, it would tend .to equalize the competition between our inland States 
and the agricultural regions of other countries more advantageously 
located near the oceans. 

One of the most essential uncompleted sections of this na
tional system of inland waterways is the Mississippi River from 
the mouth of the Illinois River to the head of navigation at 
Minneapolis. In the early days commerce of the upper Missis
sippi Valley was carried on the river, and for a generation the 
logs of the northern forests rafted down this stream built the 
cities of the plains. With the advent of the railroad, however, 
the trend of commerce was gradually diverted from North and 

·South to East and West, and the Civil War almost' completely 
severed commercial relations between the North and the South. 
This was at the time when we were entering upon an intensive 
program of railroad construction and is one of the principal rea
sons why our trunk rail lines were built east and west and the . 
trend of commerce, as I have said, was turned to the East. 
While several subsequent efforts were made to revive river 
transportation on this river, no real effort was made to improve 
the channel, or modernize river terminals and the railroads re- : 
fused to make joint r~tes, all of which the Seventieth Congress ; 
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declared to be fundamentals of successful river transportation. 
There was money to be made by private capital in improving 
railroad transp~?tation. No one but the Government was per
mitted to improve the means of transportation on the Missis
sippi River. Therefore. river transportation died in the inten
sive struggle with the newer commercial enterprise of railroad 
transportation. While the railroads are essential to our welfare, 
and always will be, conditions over which they have no control 
have made it necessary to increase their rates to a level where 
it is no longer possible for this area, so remote from the sea, to 
successfully market its products by railroad means alone in com
petition with the more favorably located areas of this and other 
countries. 

What is the need of an authorization for a 9-foot channel in 
the upper Mississippi River by this Congress? There is no 
more forceful way of presenting this case than to repeat the 
language of the Special Board of Engineers, appointed to study 
and report upon the development of this particular division of 
the trunk line inland waterway system in their report, House 
Document No. 290. They say : 

Modern towing methods were being evolved on the Ohio, but the 
change of project which brought a favorable improvement of that river 
has failed to appear on the upper Mississippi. The present 6-foot 
project and the methods of prosecuting it were designed to aid types of 
river trade which have become obsolete; the project is certainly inade
quate for present needs. The people of the upper Mississippi valley 
desire the improvement of the river to the dimensions of a trunk-line 
stream so that cargoes loaded at Minneapolis, St. Paul, or other river 
points may proceed to New Orleans or other points on the lower 
Mississippi or Ohio without breaking bulk; and similarly that 
upstream traffic may not be hampered by the transfer from the 
large lower-river barges to the smaller barges used above at an 
intermediate terminal which is at present necessary. In fact, they 
are looking for a new trunk-line route to the Gulf and to Central, 
Eastern, and Southern United States, not only to relieve a difficult local 
situation, but as a matter of national benefit. An intermittent line 
useful to cities immediately adjacent to the river for short hauls only, 
as allowed by the present project, is of but minor benefit. 

Perhaps the most far-reachillg result of the service north of St. 
Louis has been to convince opet·ators and users of the certainty of 
success which would accompany extension of a modern river service 
to the upper Mississippi River improved to proportions accommodating 
economical trade. 

It is the opinion of the board that the present channel is not ade
quate to build up a commerce which will justify the necessary expendi
tures upon it for completion and maintenance. 

Equally illuminating are the following excerpts from the 
report which are predicated largely upon the board's experience 
with the development of the Ohio River: 

Just 21 years ago the same question which is now before this 
board for recommendation for the upper Mississippi River was before 
an Ohio River board.. At the time the Ohio River 9-foot survey was 
ordered by Congress (1905) a number of locks and dams were already 
under construction, with a view to securing a channel (l feet deep at 
low water. Pending the final report of the board, presumably from 
advance information received from its partial studies, Congress au
thorized a change from a 6 to a 9 foot project. In its report of 1008 
the Ohio Ri-ver board found the cost of long-haul transpoTtation on 
5%-foot draft to be 50 per cent greater than on an 8lf.l-foot draft. 

All together, from its own studies and those of the towboat board, of 
·which two members of this board are also members, this board is con
vinced that a real improvement of the upper Mississippi must provide 
for channel dimensions which will correspond in all respects to Ohio 
River or better standards. 

At this point I want to state that I represent a congressional 
district which embraces a large metropolitan area. It is not 
directly agricultural, but its interest, like that of every similar 
community, is closely linked with and dependent upon the pros
perity of the surrounding country, which is primarily agricul
tural. In this, my district, the same as every other like district, 
it is clear that when agriculture languishes, trade and industry 
inevitably feel the depressing effects. 

The need for this authorization now is essential to carry 
forward President Hoover's policy and program so admirably 
stated at Louisville last October. He said: 

We should complete the entire Mississippi system within the next 
five years. 

The upper Mississippi is an essential part of that system. To 
carry forward his program and give effect to his policy, this 
Congress should authorize this pr.oject at this session. 

It is not inappropriate to here restate the ·pertinent portions 
of the platforms of the two great national parties. At the last 

Republican convention, at Kansas City, the Republican Party 
declared: 

The Republican administration during the last four years initiated 
the systematic development of the Mississippi system of inland trans
portation laws; it proposes to carry on this modernization of transpor
tation to speedy completion. 

Shortly thereafter at Houston our Democratic friends wrote 
into their platform this declaration : 

We favor the fostering and building up of water transportation 
through improvement of inland waterways and removal of discrimination 
against water b-ansportation. 

These declarations were supplemental and complementary to 
the measured declarations of both parties in favor of agricul
ture. Now we come to the fulfillment of the hopes of the people 
of our section from these public pledges. President Hoover has 
declared these improvements to be a fundamental domestic 
poli~y of his administration; the United States Army Engjneers 
outlmed clearly what must be done; it remains for this Con
gress to set the plan in motion. 

The city of Minneapolis, which I have the honor to represent, 
will be immeasurably benefited by the impi·ovement. Not only 
Minneapolis but St. Paul and every other city on the upper 
river will find that when this project has been authorized and 
we know definitely that the upper Mississippi wm be improved 
in keeping with the lower Mississippi and the Ohio there will 
be an encouragement to new industries and a stimulation of 
established industries that will bring prosperities to a section 
that for so long has been struggling against adverse condition 
and unfair discrimination in transportation costs. 

I have tried to show, however, that this development is of 
more than local interest, that the Nation as a whole will be 
benefited as well as the territory directly affected. 

The engineers have shown that the present 6-foot project is 
inadequate and valueless so far as continuous river traffic is con
cerned. It is like building a railroad part standard gage and 
part narrow gage. 

I have also endeaYored to prove that this improvement means 
genuine farm relief in giving to the agricultural producers of 
the Middle West the benefit of cheap transportation. 

The report of the special engineers, though not complete, is 
still comprehensive enough and furnishes sufficient data to war
rant immediate action on this project. [Applause.] 

SENATE ENROLLED JOINT RESOLUTIONS SIGNED 

The SPEAKER announced his signature to enrolled joint 
resolutions of the Senate of the following titles: 

S. J. Res. 69. Joint resolution authorizing the Secretary of 
War to receive, for instruction at the United States Military 
Academy at West Point, Edmundo Valdez Murillo, a citizen of 
Ecuador; 

S. J. Res. 72. Joint resolution authorizing the Secretary of 
War to receive, for instruction at the United States Military 
Academy at West Point, two citizens of Honduras, namely, 
Vicente Mejia and Antonio Inestroza ; 

S. J. Res. 100. Joint resolution authorizing the Secretary of 
War to receive, for instruction at the United States Military 
Academy at 'Vest Point, of Godofredo Arrieta A., jr., a citizen 
of Salvador; and 

S. J. Res.107. Joint resolution authorizing the Secretary of 
War to receive, for instruction at the United States Military 
Academy at West Point, Senor Guillermo Gomez, a citizen of 
Colombia. 

JOINT RESOLUTION PRESENTED TO THE PRESIDENT 

Mr. CAMPBELL of Pennsylvania, from the Committee on En
rolled Bills, reported that that committee did on this day present 
to the President for his approval a joint resolution of the House 
of the following title: 

H. J. Res. 205. Joint re olution to provide for the expenses of 
participation by the United States in the International F~r 
Trade_ Exhibition and Congress to be held in Germany in 1930. 

ADJOURNMENT 

Mr. PARKER. l\Ir. Speaker, I move that the House do now 
adjourn. 

The motion was agreed to; accordingly (at 4 o'clock and 54 
minutes p. m.) the House adjourned until to-morrow, Friday, 
March 21, 1930, at 12 o'clock noon. 

COMMITTEE HEARINGS 

1\Ir. TILSON submitted the following tentative list of com
mittee hearings· scheduled for Friday, March 21, 1930, as re
ported to the floor leader by clerks of the several committees : 

• 
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COMMI'I'l'EE ON THE DISTRICT OF COLUMBLA--BUBCOMMITTEE ON 

STREETS, A VENUES, AND TRAFFIC 

(10.30 a. m.) 
To provide for the revocation and suspension of operators' 

and chauffers' licenses and registration certificates; to require 
proof of ability to respond in damages for injuries caused by 
the operation of motor vehicles; to prescribe the form of and 
conditions in insurance policies covering the liability of motor
vehicle operators; to subject such policies to the approval of 
the commissioner of insurance ; to coru;titute the director of 
traffic the agent of nonresident owners and operators of motor 
vehicles operated in the District of Columbia for the purpose of 
service of process; to provide for · the report of accidents; to au
thorize the director of traffic to make rules for the administra
tion of this statute; and to prescribe penalties for the violation 
of the provisions of this act, and for other purposes (H. R. 
4015). 

COMMITTEE ON MILITARY AFFAIRS 

(10.30 a. m.) 
To consider legislation concerning the establishment of na· 

tional military parks. 
COMMIT.l'EE ON NAVAL AFFAm8 

(l0.30 a. m.) 
To authorize tbe Secretary of the Navy to p~oceed with the 

construction of certain public works at the navy yard, Phila
delphia, Pa. (H. R. 10166). 

COKMITTEE ON BANKING AND CUBBENCY 

( 10.30 a. m.) 

1 
To consider branch, chain, and group banking as provided in 

' House Resolution 141. 

EXECUTIVE COMMUNICATIONS, ETC. 
374. Under clause 2 of the Rule XXIV, a letter from the 

Secretary of War, transmitting draft of a bill to authorize 
the acquisition of certain land for the proper defense of the 
Atlantic coast, was taken from tbe Speaker's table and referred 
to the Committee on Military Affairs. 

REPORTS OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS 

Under clause 2 of Rule XIII, 
Mr. SMITH of Idaho: Committee on Irrigation and Reclama

tion. H. R. 1186. A bill to amend section 5 of the act of 
June 27, 1906, conferring authority upon the Secretary of the 
Interior to fix the size of farm units on desert-land entries 
when included within national reclamation projects; with 
amendment (Rept. No. 947). Referred to the House Calendar. 

Mr. COLTON : Committee on the Public Lands. H. R. 8163. 
A bill to facilitate the administration of the national parks 
by the United States Department of the Interior, and for 
other purpo es; with amendment (Rept. No. 948). Referred 
to the Committee of the Whole House on the state of the 
Union. 

Mr. SIMMS : Committee on the Public Lands. H. R. 9895. A 
bill to establish the Carlsbad Caverns National Park in the 
State of New Mexico, and for other purposes; without amend
ment (Rept. No. 949). Referred to the Committee of the 
Whole House on the state of ·the Union. 

Mr. NOLAN~ Committee on the Public Lands. H. R. 9934. 
A bill providing for the sale of timberland in four townships 
in the State of Minnesota; without amendment (Rept. No. 950). 
Referred to the Committee of the Whole House on the state 
of the Union. 

CHANGE OF REFERENCE 

Under clause 2 of Rule XXIT, the Committee on Invalid Pen
sions was discharged from the consideration of the bill (H. R. 
1479) granting a pension to Mathilda H. Byrnes, and the same 

. was referred to the Committee on Pensions. 

PUBLIC BILLS AND RESOLUTIONS 1 

Under clause 3 of Rule XXII, public bills and resolutions were 
introduced and severally referred as follows ~ 
. By Mr. CABLE: A bill (H. R. 10960) to amend the law rela

tive to the citizenship and naturalization of married women, and 
for other purposes; to the Committee on Immigration and 
Naturalization. 

By Mr. CAMPBELL of Iowa: A bill (H. R. 10961) to amend 
section 23 (c) (3) of the revenue act of 1928, as amended; to 
the Committee on Ways and Means. 

By Mr. HAWLEY: A bill (H. R. 10962) authorizing the ad
justment of the boundaries of the Siuslaw National 1l...,orest, in 
the State of Oregon, and for other purposes; to the Committee 
on the Public Lands. 

By Mr. JENKINS: A bill (H. R. 10963) to amend an act 
entitled "An act making it a felony with penalty for certain 
aliens to enter the United States of America under certain con
ditions in violation of law," approved March 4, 1929; to the Com-
mittee on Immigration and Naturalization. -

By Mr. McCLINTIC of Oklahoma: A bill (H. R. 10964) for 
the relief of soldiers who were discharged because of misrepre
sentation of age; to the Committee on Military Affairs. 

By Mr. NOLAN: A bill (H. R. 10965) authorizing the con· 
struction, repair, and preservation of certain public works on 
rivers and harbors, and for other purposes; to the Committee on 
Rivers and Harbors. 

By Mr. SEIBERLING: A bill (H. R. 10966) authoring certain 
direct purchasers from the importer of sugar imported into the 
United States from the Argentine Republic during the year 1920 
to submit claims to the Court of Claims; to the Committee on 
Claims. 

By Mr. HENRY T. RAINEY: A bill (H. R. 10007) to amend 
section 13 of the radio act of 1927, approved February 23, 1927; 
to the Committee on the Merchant Marine and Fisheries. 

By Mr. SUMf\'IERS of Washington: Joint resolution (H. J. 
Res. 275) for the relief of the distressed and starving people of 
China ; to the Committee on Agriculture. 

By Mr. DICKSTEIN: Concurrent resolution (H. Con. Res. 
24) that the Committees on the District of Columbia of the 
Senate and House conduct joint hearings to investigate living 
conditions in the District of Columbia, and for other purposes; 
to the Committee on Rules. 

MEMORIALS 
Under clause 3 of Rule XXII, memorials were presented and 

referred as follows : 
By Mr. FULMER: Memorial of the State Legislature of the 

State of South Carolina, urging the relief of those owning 
farms throughout the United St es upon which said farms 
there may be mortgages to the Federal land banks ; to the Com
mittee on Banking and Currency. 

By Mr. Mol\HLLAN: Memorial of the House of Repre enta
tives of the State of South Carolina, memorializing Congress to 
approve of legislation looking to the relief of those owning 
farms mortgaged to the Federal land bank; to the Committee on 
Banking and Currency. 

PRIVATE BILLS AND RESOLUTIONS 
Under clause 1 of Rule XXII, private bills and resolutions 

were introduced and severally referred as follows: 
By Mr. COOPER of Ohio: A bill (H. R. 10968) granting a pen

sion to Sarah E. Wagner; to the Committee on Invalid Pensions. 
By Mr. CRADDOCK: A bill (H. R. 10969) granting a pen ion 

to William T. Jamison; to the Committee on Invalid Pensions. 
By Mr. CULKIN: A bill (H. R. 10970) granting a pension to 

N. May Bush; to the Committee on Invalid Pensions. 
By Mr. DOUGLAS of Arizona: A bill (H. R. 10971) for the 

relief of John McMahon, otherwise known as John James Mar
shall; to the Committee on Military Affairs. 

By Mr. FINLEY: A bill (H. R. 10972) granting an increase 
of pension to Louisa Ferguson ; to the Committee on Invalid 
Pensions. 

Also, a bill (H. R. 10973) granting a pension to Sarah E. Vin
cent ; to the Committee on Invalid Pensions. 

Also, a bill .(H. R. 10974) granting an increase of pension to 
Cathern Swanson ; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10975) granting a pension to John A. Webb; 
to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10976), granting a pension to Malinda C. 
Hooten; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10977) granting a,n increase of pension to 
Lucinda Edwards; to the Committee on Invalid Pensions. 

Also, ·a bill (H. R. 10978) granting an increase of pension to 
Mary J. Brittain; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10979) granting a pension to Menda Fran
cis; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10980) granting a pension to Nancy 
Bailey; to the Committee on Invalid Pensions. -

By Mr. GARRETT: A bill (H. R. 10981) for the relief of 
Hubert w. Clark; to the Committee on Military Affairs. 

By Mr. IRWIN: A bill (H. R. 10982) granting an increase of 
pension to Elizabeth Junk; to the Committee on Invalid Pen
sions. 
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By 1\frs. KAHN: A bill (H. R. 10983) for the relief of !ria T. 

Peck; to the Committee on Military Affairs. 
Also, a bill (H. R. 10984) to authorize the appointment of 

John J. Dean, Medical Corps, ~s warrant officer, United States 
Army ; to the Committee on Military Affairs. 

By l\Irs. LANGLEY: A bill (H. R. 10985) granting a pension 
to Donna Christina Lawlis; to the Committee on Invalid 
Pensions. 

By 1\Ir. McLEOD: A bill (H. R. 10986) for the relief of John 
Lawler Harrigan; to the Committee on Naval Affairs. 

Also, a bill (H. R. 10987) granting a pension to Ella B. 
Fuller; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10988) granting an increase of pension to 
Joseph D. Beaubien; to the Committee on Pensions. 

Also, a bill (H. R. 10989) granting a pension to Leon La
vigne; to the Committee on Pensions. 

Also, a bill (H. R. 10990) granting a pension to Grace E. 
Grinsted; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 10991) granting a pension to Lillian M. 
Bell ; to the Committee on Invalid Pensions. 

By Mr. MANLOVE: A bill (H. R. 10992) granting an in
crease of pension to Martha Curry ; to the Committee on In
valid Pensions. 

Also, a bill (H. R. 10993) granting an increase of pension to 
Nancy Wright; to the Committee on Invalid Pensions. 

By Mr. MEAD: A bill (H. R. 10994) granting a pension to 
Marguerite C. Traphagen; to the Committee on Invalid Pen
sions. 

By 1\Ir. MILLER: A bill (H. R. 10995) granting an in
crease of pension to Mary E. Bo·wen ; to the Committee on 
Invalid Pensions. 

By 1\Ir. NOLAN: A bill (H. R. 10996) for the relief of H. 
C. Fisher; to the Committee on Claims. 

By Mrs. OWEN: A bill (H. R. 10997) for the relief of Mrs. 
Adam L. Eichelberger ; to the Committee on War Claims. 

By Mr. PURNELL: A bill (H. R. 10998) granting an increase 
of pension to Amelia A. Wood; to the Committee on Invalid 
Pensions. 

By Mr. REED of New York: A bill (H. R. 10999) granting an 
increase of pension to Maria C. McDonald; to the Committee on 
Invalid Pensions. 

By Mr. SPEAKS: A bill (H. R. 11000) granting an increase 
of pension to Laura L. Grieble; to the Committee on Invalid 
Pensions. 

By Mr. STRONG of Kansas: A bill (H. R. 11001) g~·anting 
an increase of pension to Lou R. Dearborn ; to the Committee on 
Invalid Pensions. 

Also, a bill (H. R. 11002) granting an increase of pension to 
Winifred B. Hodges ; to the Committee on Pensions. 

By Mr. UNDERWOOD: A bill (H. R. 11003) granting an in
crease of pension to Sarah Funk ; to the Committee on Invalid 
Pensions. 

By 1\lr. VINSON of Georgia: A bill (H. R. 11004) for the 
relief of certain officers of the United States Navy; to the Com
mittee on Naval Affairs. 

By Mr. WOLVERTON of New Jersey: A bill (H. R. 11005) 
granting a pension to Rebecca Banis ; to the Committee on In
valid Pensions. 

PETITIONS, ETC. 
' under clause 1 of Rule XXII, petitions and papers were laid 

on the Clerk's desk and referred as follows: 
5891. Petition of the fifth district, Woman's Christian Tem

perance Union, city of Minneapolis, Minn., urging Federal super
vision of motion pictures, establishing higher standards before 
production for films that are to be licensed for interstate and 
foreign commerce; to the Committee on Interstate and Foreign 
Commerce. 

5892. By Mr. ARNOLD : Resolution from the City Commis· 
sion of Mount Carmel, Ill., favoring the passage of the Spanish 
War pension bill; to the Committee on Pensions. 

5893. By Mr. BLOOM:: Petition of citizens of Cincinnati, Ohio, 
opposing the calling of an international conference by the Presi
dent of the United States, or the acceptance by him of an invita
tion to participate in such a conference, for the purpose of 
revising the present calendar, 1mless a pro-viso be attached 
thereto definitely guaranteeing the preservation of the conti
nuity of the weekly cycle without the insertion of the blank 
days; to the Committee on Foreign Affairs. 

5894. By Mr. CABLE: Petition of citizens of Allen County, 
Ohio, urging the passage of House· bill 2562, granting an increase 
of pensions to Spanish-American War veterans; to the Committee 
on Pensions. 

5895. By Mr. COOKE: Petition of 250 citizens of the city of 
Buffalo, N. Y., fa•oring the passage of the Senate bill 476 and 

House bill 2562, providing -for increased rates of pension for the 
men who served in the armed forces of the United States during 
the Spanish War period ; to the Committee on Pensions. 

5896. By Mr. CRAlVITON: Petition signed by J. A. Bentalman 
and 131 other residents of Tuscola County, :Mich., in favor of the 
3-cent rate on beans as passed by the Senate in the pending tariff 
bill ; to the Committee on Ways and Means. 

5897. By Mr. CULKIN: Petition of W. A. Leslie and 133 citi
zens of West Eaton, N. Y., and vicinity, praying for the passage 
of bills giving increased pensions to veterans of the war with 
Spain ; to the Committee on Pensions. 

5898. By 1\Ir. DAVIS : Petition of Gabriel Patterson and 
others, of Rutherford County, Tenn., supporting legislation for 
the relief of veterans of the Spanish-American War; to the Com
mittee on Pensions. 

5899. By Mr. FITZGERALD: Petition of 32 citizens of Day
ton, Montgomery County, Ohio, praying for early passage of a 
bill to increase the psnsions of veterans of the Spanish War ; to 
the Committee on Pensions. 

5900. Also, petition of 71 citizens of Dayton, Montgomery 
County, Ohio, praying for early consideration and passage of 
a bill to increase the -pensions of Spanish War veterans; to tile 
Committee on Pensions. 

5901. By Mr. FITZPATRICK: Petition of the Boni Cives 
Club (Inc.), of Yonkers, N. Y., requesting the speedy passage 
of House bill 6603 providing ·for a short workday on Saturday 
for postal employees; to the Committee on the Post Office and 
Post Roads. 

5902. By Mr. FULMER: Resolution passed by Sumter Post, 
No. 15, American Legion, E. C. Dunn, post commander, and J. 
Cliff Brown, post adjutant, Sumter, S. C., indorsing House bill 
9411 proposing to establish a veterans' hospital in South Caro
lina; to the committee on World War Veterans' Legislation. 

5903. Also, petition in favor of House bill 9411 proposing to 
establish a veterans' hospital in South Carolina, passed by the 
American Legion Auxiliary, Mrs. Henry C. Jennings, president, 
Bishopville, S. C.; to the Committee on World War Veterans' 
Legislation. 

5904. By Mr. HAWLEY: Petition of the voters of Linn 
County, Oreg., praying for pension legislation; to the Com
mittee on Pensions. 

5905. By Mr. HOOPER: Petition of H. P. Waldo and 58 
other residents of Calhoun County, Mich., asking for increase 
of pensions for Spanish War veterans; to the Committee on 
Pensions. 

5900. Also, petition of C. L. Matherly and 73 other residents 
of Calhoun County, Mich., asking for increase of pensions for 
Spanish War veterans; to the Committee on Pensions. 

5907. By Mr. HOWARD: Petition of the City Council of the 
City of Columbus, Nebr., in behalf of House Joint Resolution 167 
directing the President of the United States to proclaim Octo
ber 11 of each year as General Pulaski memoria.! day ; to the 
Committee on the Judiciary. 

5908. By Mr. LEAVITT: Petition of Thomas H. Whipple and 
other citizens of Valier, Mont., favoring increased rates of pen
sion for veterans of the Spanish-American War and widows 
and orphans of veterans : to the Committee on Pensions. 

5009. By Mr. McFADDEN: Petition of citizens of Susque
hanna County, Pa., petitioning Congress to secure speedy 
consideration and passage of Senate bill 476 and House bill 
2562 ; to the Committee on Pensions. 

5910. By Mr. McKEOWN: Petition of Lud King and other 
citizens of Okemah, Okla., urging immediate consideration of 
House bill 2562 granting increased rates of pension to veterans 
of the Spanish War period; to the Committee on. Pt-nsions. 

5911. By Mr. MENGES: Petition of Mystic Lodge, Knights of 
Pythias, of York, State of Pennsylvania, favoring the establish
ment of a Federal department of education; to the Committee 
on Education. ' 

5912. By Mrs. OWEN : Petition of citizens of Orange County, 
Fla., urging the passage of House bill 2562 granting an increase 
of pension to Spanish-American War veterans; to the Com
mittee on Pensions. 

5913. By Mr. PATMAN: Petition of 42 citizens of Mount 
Pleasant and Cookville, Tex., in support of House bill 2562 and 
Senate bill 476 providing for increased .rates of pension to 
Spanish-American War veterans; to the Committee on Pensions. 

5914. By Mr. SHORT of .Missouri: Petition of citizens of 
Essex, Mo., urging increased pensions for Spanish War veterans 
and m·ging speedy passage of House bill 2562 and Senate bill 
476; to the Comrnlttee on Pensions. 

5915. Also, petition of citizens of New Madrid, Mo., urging 
the passage of House bill 2562 and Senate bill 476 to increase 
the pension of Spanish War veterans; to the Cominittee on 
Pensions. 
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-5916. By M.r. SHOTT of West Virginia: Petition of · Robert 

Witten, of Anawalt, McDowell County, W. Va., asking that 
Congress approve increased pension rates for Spanish-American 
War veterans; to the Committee on Pensions. 

5917. Also, p~tition of Huntington (W.Va.) Chapte.r, American 
Association of Engineers, relative to the purchase of the George 
Washington engineering headquarters as a national monument; 
to the Committee on Public Buildings and Grounds. 

5918. By Mr. SLOAN: Petition of L. B. Wallin and 68 others, 
for Senate bill 476 and House bill 2562, providing for increased 
rates of pension to the men who served in the armed forces of 
the United States during the Spanish .War period; to the Com
mittee on Pensions. 

5919. By Mr. STALKER: Petition of the citizens of Corning 
and Hornell, N. Y., urging Congress for the passage of the bill 
exempting dogs from vivisection in the District of Columbia 
or in any of the Territorial or insular possessions of the United 
States; to the Committee on the District of Columbia. 

5920. Also, petition of the citizens of Ithaca, N. Y., and 
Bath, N. Y., ·urging Congress for the passage of bill exempting 
dogs from vivisection in the District of Columbia or in any of 
the Territorial or insular possessions of the United States as 
proposed by the International Conference for the Investigation 
of Vivisection; to the Committee on the District of Columbia. 

5921. By Mr. STONE: Petition of 28 residents of Bethany, 
Okla., asking Congress to pass favorably on House bill 9233, to 
prescribe a certain prohibition oath; to the Committee on the 
Judiciary. 

5922. Also, petition Qf 19 residents. of Tonkawa, Okla., asking 
Congress to pass favorably on House bill 9233, to prescribe a 
certain oath; to the Committee on the Judiciary. 

· 5923. Also, petition of 33 residents of Vici, Okla., asking 
Congress to pass favorably on House bill 9233, to prescribe a 
certain oath; to the Committee on the Judiciary. · 

5924. Also, petition of 21 residents of the town of Tonkawa, 
Okla., asking Congress to pass favorably on House bill 9233, to 
prescribe a certain prohibition oath; to the Committee on the 
Judiciary. · 

5925. Also, petition of 72 residents of Cherokee, Okla., asking 
Congress to pass favorably on House bill 9233 to prescribe a 
certain prohibition oath; to the Committee on the Judiciary. 

5926. Also, petition of 86 residents of the town of Byron, 
Okl.a., asking CQngress to pass favoi.·ably on House bill 9233 to 
prescribe a certain prohibition oath; tQ the Committee on the 
Judiciary. 

5927. By Mr. TEMPLE: Petition of 0. C. C. Pollock, R. F. D. 
1, CanonsbuTg, and 230 others, favoring Bouse bill 8976 for the 
relief of veterans of Indian wars and widows and minor orphan 
children of veterans; to the Committee on Pensions. 

5928. By Mr. WHITLEY: Petition of citizens of Rochester, 
N. Y., urging passage of House bill 2562 to provide increased 
pensions for veterans of the Spanish-American War; to the 
Committee on Pensions. 

5929. By Mr. WINGO: Petition of citizens of Texarkana, 
Ark., in behalf of Senate bill 476 and House bill 2562 to increase 
pensions of Spanish-American War veterans; to the Committee 
on Pensions. 

SENATE 
FRIDAY, March ~1, 1930 

(Legislative (lav ot Monday, January 6, ·1930) 

The SeMte met at 11 o'clock a. m., on the expiration of the 
1 recess. 

Mr. GOFF. Mr. President, I suggest the absence of a quorum. 
The PRESIDENT pro tempore. The clerk will call the roll. 
The legislative clerk called the roll, and the following Senators 

answered to their names : 
Allen Frazier 
Ashurst George 
Barkley Glass 
Bingham Glenn 
Black Golf 
Blaine Goldsborough 
Blense Greene 
Borah Grundy 
Bratton Hale 
Brookhart Harris 
Broussard Harrison 
Capper Hastings 
Caraway Hatfield 
Connally Hawes 
Copeland Hayden 
Couzens Hebert 
Cutting Heflin 
Dale Howell 
Dill Johnson 
Fess Jones 
Fletcher Kean 

Kendrick · 
Keyes 
La Follette 
McCulloch 
McMaster 
McNary 
Metcalf 
Moses 
Norbeck 
Norris 
Nye 
Oddie 
Overman 
Patterson 
Phipps 
Pine 
Ransdell 
RobiDsonJnd. 
Robsion, Ay. 
Schall 
Sheppard 

Shortridge 
Simmons 
Smoot 
Steck 
Steiwer 
Sullivan 
Swanson 
Thomas, Idaho 
Thomas, Okla. 
Townsend 
Trammell 
Tydings 
Vandenberg 
Wagner 
Walcott 
Walsh, Mass. 
Walsh, Mont. 

- Waterman 
Watson 

. ~ ~r. HARRISON. I desire to announce that- my colleague the 
Jumor Senator from Mississippi [Mr. STEPHENs] 1s detained 
from the Senate by illness. -

Mr. SHEPPARD. The junior Senator from Utah [Mr. KING] 
is nece~arily detained from the Senate by illness. I will let 
this announcement stand for the day. 

I also desire to announce the necessary absence of the Senator 
fro~ Arkansas [Mr. RoBINSON] and the Senator from Pennsyl
v-ama [Mr. REED], who are delegates from the United States to 
the London Naval Conference. 

I also wish to announce that the senior Senator from Tennes
see [Mr. McKELLAR] and the junior Senator from Tennessee 
[Mr. BR.OCK] are both necessarily detained from the Senate on 
account of illness. 

Mr. SCHALL. My colleague [Mr. SHIPSTEAD] is unavoidably 
absent. I ask that this announcement ma.y stand for the day. 

The PRESIDENT pro tempore. Eighty-three Senators hav
ing answered to their names, a quorum is present. 

PEl'ITIONS .AND MEMORIALS 

Mr. CAPPER presented a petition of sundry citizens of Kansas 
City, Kans. ana Mo., praying for the passage of legislation 
granting increased pensions to veterans of the war with Spain, 
which was ordered to lie on the table. 

Mr. BRATTON presented a petition of sundry citizens of Elida 
and vicinity, in Roosevelt County, N. Mex., praying for the 
passage of legislation granting increased pensions to veterans of 
the war with Spain, which was ordered to lie on the table. . 

,l\Ir. RANSDELL presented petitions of sundry citizens of New 
Orle-ans and Oil City, La., praying for the passage of legislation 
granting increased pensions to Spanish War veterans, which 
were ordered to lie on the table. 

Mr. NORBECK presented a petition of sundry citizens of 
Tripp County, S. Dak., praying for the passage of legislation · 
granting increased pensions to veterans of the war with Spain, 
which was ordered to lie on the table. 

Mr. GREENE presented a resolution adopted by the Board 
of Aldermen of the City of Rutland, Vt.; favoring the passage of 
legislation dedicating October 11 of each year as General Pu
laski's memorial day for the ob£ervance and commemoration of 
the death of Brig. Gen. Casimir Pulaski, Revolutionary War 
hero, which was referred to the Committee on the Library. 

Mr. BLAINE presented a resolution adopted by the conven
tion of the Southern Wisconsin Teachers' Association, favoring 
the passage of legislation for the promotion of vocational re
habilitation, which was referred to the Committee on Education 
and Labor. · 

He also presented a resolution adopted by the Common Coun
cil of the City of Wauwatosa, Wis., favoring the passage of leg
islation dedicating October 11 of each year as General Pulaski's 
memorial day for the observance and commemoration of the 
death of Brig. Gen. Casimir Pulaski, Revolutionary War hero, 
which was referred to the Committee on the Library. 

He also presented a petition of sundry citizens of Cuba City, 
Wis., praying for the passage of legislation granting increased 
pensions to veterans of the war with Spain, which was ordered 
to lie on the table. · 

He also presented resolutions adopted by La Crosse Aerie, No. 
1254, of La Crosse, and Merrill Aerie, No. 584, of Merrill, both 
of the Fraternal Order of Eagles; in the State of Wisconsin, 
favoring the passage of legislation for the promotion of an old
age pension system, which were referred to the Committee on 
Pensions. 

NAVAL LIMITATION 

Mr. HALE. Mr. President, I present a telegram in the nature 
of a petition from the State of l\faine Emergency Committee on 
the London Naval Conference. I ask that the · telegram be 
printed in the RECOBD and referred to the Committee on Foreign 
Relations. 

There being no objection, the telegram wa~ referred to the 
Committee on Foreign Relations and ordered to be printed in the 
RECORD, as follows : 

PORTLAND, ME., March 21, 1!J30. 
Ron. FREDERICK HALE, 

Senate Office Building, Washingtan, D. 0.: 
Following message has been sent President Hoover and American i 

delegation London : " Mr. President and members of the United States ' 
delegation to the London Naval Conference, we the undersigned strongly 
.urge that negoUations at the LJndon conference be conducted in full 
remembrance of the renunciation of war as pledged in the pact of Paris. 
We heartily iDdorse the policy of naval reduction as announced by the 
President in his Armistice Day address. Nothing short of substantial 
reduction will fulfill our expectations. Signed by more than 2,000 citi
zens of the State of Maine, Congressmen, State legislators, judges, col
lege presidents and professors and other educators, clergymen, editqrs, 
lawyers, physicians, bankers, manufacturers, writers, merchants, city 
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